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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


x 


ALFRED KAUFMANN, 

Plaintiff 

vs. 

MARY WELLSLAWRENCE, et al. 

Defendant. 


74 Civ. 5081 


x 


New York, New York. 

November 25, 1974 - 9:45 A.M. 
Room 128 


Before: 


HONORABLE ROPERT L. CARTER, District Judge. 

APPEARANCES: 

NEMSER & NEMSER, ESQS-. , 

Attorneys for plaintiff 
STANLEY NEMSER, ESQ., 

NORMAN S. NEMSER, ESQ., and 
PETER WANG, ESQ., 

of Counsel. 

HUGHES, HUBBARD & REED, ESQS., 

Attorneys for defendant Lawrence et al. 

ROBERT J. SISK, ESQ., 

AMELYA L. KEARSE, ESQ., and 

GEORGE A. DAVIDSON, ESQ., of Counsel. 

DONOVAN, LEISURE, NEWTON & IRVINE, ESQS., 

Attorneys for White, Weld & Co., a subpoenaed 
witness 

M. LAUCK WALTON, ESQ., and 

ROBER V. PUGH, ESQ., of Counsel. 
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I 

1 

jgh 2 : 

2 

MR. s. NEMSER: Your Honor, before plaintiff 


3 

commences its argument and evidence in this proceeding -- 


4 

THE COURT: I am not too sure that I am interesi 

£• < 

5 

in argument. I have read the papers. 

1 

6 

MR. S. NEMSER: Yes, your Honor. But we have 


7 

a few housekeeping matters, if we may. 


8 

THE COURT: All right. But they were part of 

1 

| 

9 

my weekend pleasures and I am not sure that I want to hear 


10 

argument. I want to hear, if you have some evidentiary 


11 

proof, I am interested in that. 

1 

1 

12 

MR. S. NEMSER: We do. But before we get to 


13 

that, if your Honor please, there are housekeeping matters. 


14 

Rlaintiff requested the defendants to produce 

1 

15 

certain additional documents and all the documents requested 

16 

4m that we thought to press,everybody produced except that 

17 

there are two items of documents which plaintiff recognizes 

1 

18 

would require confidential treatment, and we would consent 

l 

19 

to the in camera treatment of those documents. 


20 

There would also be a matter, if there is any 

I 

| 

21 . 

22 

testimony in relation to those, that we would request your 

Honor, both sides, that is, that be given also in camera » 

l 

I 

23 

because it deals with projections. 


24 

THE COURT: Isn't this case, as I understand 


25 

ttX>) 

your point, that you are alleging a violation? 

1 


j 
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14(e) 

MR. S. NEMSER: And your Honor. 


THE COURT: All right. Because of material 
misrepresentations of one sort or another. Although I 
gather that the real thrust of the complaint, or am I wrong, 
is concern about the fact that this company is moving from 
a publicly-held company to private? I am not sure I am 
interested in that. I am not sure, that no matter what m^ 
own personal feelings may be about that, I am not sure that 
that is a matter which is of concern to the Court, whether 
the company goes from a publicy-held company to a private 
one. | 

I would think that therefore, since as I read yii.j. 

i 

l 

• 

papers that that is the real thrust of what you allege as 

being the harm to the plaintiff, then I would hope that youj 

i 

woulC develop that. 

MR. S. NEMSER: Yes, your Honor. And I would j 

I 

say that with respect to our claims,it goes deeper than I 
the matter of misrepresentation and omissions in the 
prospectus. 

THE COURT: All right. 

MR. S. NEMSER: We are claiming that there is a 
fraudulent scheme and device enmeshed with these mis¬ 
representations which permeate the entire thrust to force 
the public — 
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2 

THE COURT: To force the public out, to get 

3 

control, and run the company privately without account¬ 

4 

ability to the SEC? 

5 

MR. S. NEMSER: And also tu aggrandize them¬ 

6 

selves by carving out at an unfair price that portion of 

7 

the equity that really belongs to these public investors. 

So that is a total complex of facts in this total. 

8 

9 

what we call, grand fraud. 

10 

THE COURT: As both sides are probably aware, 

11 

this Court, last Thursday, in a case that is at least 

12 

superficially similar to yours, that is, on an apparent 

13 

misrepresentation, in a company going from publicly held 

14 

to private company, issued an injunction. 

15 

How close this case is to that, I don't know. 

16 

MR. S. NEMSER: Your Honor, I would say I 

17 

gather your Honor is referring to Judge Cannella's 

18 

decision. 

19 

THE COURT: That is right. 

20 

| 

MR. S. NEMSER: In Broder v. Dane. We will 

21 

establish here today, your Honor, that one of the early 

22 

I 

omissions is precisely the same type of omission that v/as 

23 

involved there. 

24 

THE COURT: All right. I think, since I have 

25 

you time to in fact make an opening statement, I 

I! 
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ought to allow — who ia it going to be? 

MR. SISK: Robert Sisk, your Honor, on behalf 
of the defendants who have been served in opposition to 

I 

the motion. 

Our position very briefly is the motion should 
be denied. This plaintiff holds 100 shares which he boughtj 
last March at $9 a share. It is in the wrong court, at j 
the wrong time, seeking the wrong relief on the wrong factual 


basis. 


We say he is in the wrong court, your Honor, 
because there isn't any Federal Securities violation here. 

’ . I 

This court would not have jurisdiction, in our view, of 
a straight fraud matter unless there was something fraudu¬ 
lent in the prospectus, and we say there isn't anything 
fraudulent in any of the papers which have been filed with i 


the SEC. 


I 

t 

Indeed, my corporate partners and the others at: 


Donovan, Leisure who drew the papers ought to be 


complimented 


because so much of the complaint here was taken straight 
out of the prospectus. It sounds like a rehash of the 
prospectus. 

We say he is here at the wrong time because, 
your Honor, this matter has been one of public notice since 
September 4. The red herring prospectus was filed on 

SOUTHERN DISTRICT COURT REPORTERS. U.S. COURTHOUSE 
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October 4. The final prospectus on November 4th, and no 
action by the plaintiff until last week, Tuesday, and we 
didn't see the motion papers until Wednesday night. 

We say he is seeking the wrong relief because 
there is no pleading in the complaint that the plaintiff 
lacks an adequate remedy at law, and the fact is his claim 
is for dollar damages. 

He has »*4 a $900 a fc e g e in Wells, Rich & 

Greene, and his expert claims that it is worth $20 a share. 

That would give him a $2000 claim. And if he is right and 

* < 

he proves it to your Honor after a trial, your Honor can 
awarm him the $1100^in damages that would make him whole. 

We of course don't think he is right. 

But there is no irreparable injury, and Judge 
Frankel last week, in a case which we think is even closer 
to this one, denied injunctive relief because of the failure 
of the plaintiff to establish irreparable injury. 

THE COURT: I have read that in your papers. 

I must tell you that I am not very much persuaded by that 
argument. I don't think this case is, at least in terms 
of its theoretical underpinnings, at all close to Judge 

Frankel's case because, if I understand what the plaintiff | 

| 

is pleading in this case, or attempting to indicate, is thaij 

I 

this is an attempt not only to deprive him of money, but 
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this is an attempt to in fact defraud the public. 

And under those circumstances it seems to me thJt 
the case is not one where money damages would be sufficient 
to make him whole. 

I have read that. I think that it is not 
something I find persuasive at all. I don't know whether 
he can prove his case. But if his theory is correct, then 
it would appear to me that your argument doesn't have much 
substance. 

MR. SISK: If your Honor by referring to the 

public refers to stockholders other than plaintiff, that 
means the plaintiff would have to establish that he is 
genuinely a true class representative. 

THE COURT: He hasn't established anything. 

' 

MR. SISK: And of course that issue is not befojjd; 
your Honor today. But I might say parenthetically that 
he is wrong also on his claim on the class determination. 

We gave your Honor, over the weekend, affidavit 
that would show 600,000 shares opposed to the granting of 
the motion for preliminary injunction. It is our position 
that at the very least that establishes that this plaintiff 
has a disabling conflict of interest. 

There is an enormous group of stockholders 
who want this exchange offer to go forward. 

SOUTHERN DISTRICT COURT REPORTERS. U.S, COURTHOUSE 
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MR. SISK: Your Honor, even if Mr. Sommer's views 

were to be of any interest to the Court, I should point 
out one very important thing, and that is that Mr. Sommer 
says that compelling business circumstances would justify, 
in his view, or could justify in his view, this kind of 
offer. 

It is our view that when you have heard the 
testimony today you will find that there was compelling, 
overwhelmingly compelling business justification for 
the offer. 

So, in essence, your Honor, we say this plaintii t 
has a heavy burden of proof. He has got to prove not only 
probable success at trial emfr irreparable injury. 

We are pleased that he has asked for witnesses 
from the company. But I point out to your Honor that therq 
is quite a list. He has asked for not only Mrs. Lawrence, ! 
who is here in court, but also two other Wells, Rich, Greenu 
executives, one from White, Weld, and I am a little con¬ 
cerned with the clock ticking, your Honor, with the 5:00 
P.M. deadline today. I hope that your Honor will 

see to it that Mr. Nemser proceeds expeditiously. 

THE COURT: All right. 

MR. S.NEMSER: Your Honor, may I just make two 

remarks in response. 

SOUTHERN DISTRICT COURT REPORTERS, U S. COURTHOUSE 
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2 

THE COURT: No, I don't want to hear any more 


3 

argument. The point is that I know both of your positions 


* 4 

and I hadn t intended to hear either one of you because 


5 

I have read the papers. But since I gave you time, I 


6 

thought the best thing for me to do was to hear from Mr. 


7 

Sisk. 


8 

All right, let's proceed. 


9 

MR. S. NEMSER: Your Honor, in order to ex¬ 


10 

pedite the hearing, we have prepared a list of plaintiff's 


11 

exhibits for introM^lOT^iMs^vidence. I supplied Mr. 


12 

Sisk with the list and the documents this morning. These 


13 

are primarily documents which were part of the affidavits. 


14 

There are three additional documents. Two are press re¬ 


15 

leases and one is the tombstone ad of the notice. 


16 

And what we have done, your Honor, we have 

i 


17 

tabbed to the left my affidavit number and then in the 


18 

middle the PXl, etc., which is the hearing exhibit number. 


19 

THE COURT: All right. 


20 

MR. S. NEMSER: And I understand, Mr. Sisk, that 


21 

there is no objection to these going into evidence? 


22 

MR. SISK: That is correct. 


23 

MR. S. NEMSER: Incidentally, your Honor, I 


24 

might indicate that to expedite, we have put a PX exhibit 


25 

over here and they can be marked later. 
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Belfer-direct 13 

will hear what is going on. 

MR. S. NEMSER: Your Honor, I submit that this 

develops the gualifications, and subject to any voir dire 
questioning by opposing counsel I request a ruling that he 
is qualified to testify in this proceeding as an expert. 

THE COURT: An expert in what? 

MR. S. NEMSER: In valuation# of securities, 
and particularly the valuation of the common stock, in this 
instancy of the Wells, Rich, Greene, Inc. 

THE COURT: All right. Mr. Sisk. Do you object.' 1 


MR. SISK: Your Honor, I have a basic objectioij 

to the entire line of questioning of the witness on the 
subject of value. If I understand what this case is about, 1 

loa>-!T 

it is a claim of violation of 10IH - 0) and LAS* I don't 
see how value plays any role in this. And so I object to to. 
whole line of questioning. 

MR. S. NEMSER: Your Honor, we consider that 
one of the basic parts of the fraud involved here and as 
part of the squeeze out and the rrrgmr of the forced sale 
is to force the public stockholders to sell their stock 
back to the company at a price which is below fair value 
and the twelve directors as part of this scheme would then 
carve out that part of the equity and of the earnings which 
rightfully belong to these public stockholders for their 


SOUTHERN OISTHiCT COURT REPORTERS. U.S. COURTHOUSE 

FOLEY • -'.UARF, YOU* N ✓ CO ? 4 r *»C 













jgb 


Belfer-direct 


15 


THE COURT: The prospectus that is in issue 
in this case? 

THE WITNESS: Yes, this one right here. 

The record of Wells, Rich, Greene is an excellent 
one. Gross billings have increased from approximately 
77 million in fiscal year ending October 31, 1969 to 115 
million in the year ended October 31, 1973. Commissions 
and services fees have increased accordingly. 

This is reflected in the earnings per share, 
which have gone on a diluted basis from $1.02 a share 
to $2.04 a share in the fiscal year ended October 31, 1973. 

They have doubled in five years, which is a very 
impressive record indeed. 

I 

For the ten months ended August 31, 1974, earniijj. 
per share diluted with^$1.46, up slightly from $1.4 3 inthe 
corresponding period a year ago. 

The qualitative factors concerning Wells, Rich ! 

I 

& Greene are also excellent. The company has a very fine 
reputation. They are noted for their creativity in advertis¬ 
ing. They have first-rate clients. And in addition they 
have excellent business management. This is reflected in 
the fact that they were able to take down net considerably 
more them the industry average. 

I then looked at the history of the price of 
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16 


i 


2 

the stock and the price earnings ratios at which the stock 


3 

had sold in the past. 


4 

The stock has sold in the last five years as 

1 

5 

high as 27-7/8 in 1972. Now, a key element in valuation. 


6 

of course, is the price-earnings ratio. And in my affidavit 

I 

7 

I set forth the high and low and average price-earnings 


8 

ratios at which the stock had sold in the past five years. 


9 

In 1969, for example, the range was 18 to 9. 


10 

In 1973 iw ieclined to 10 to 3. Only two years 1 

1 

11 

'70 and'73, did the stock sell below nine times its earnings; 

12 

Now, on the basis of this I feel that the price- 

13 

earnings ratio that the stock was selling at just prior to 1 

14 

| 

the offering, in September, was well below its historic 

15 

average in the past. 

i 

16 

Now, the reason for that, there are a good many 


17 

reasons. The whole stock market has been depressed, the 

18 

• 

country is in a condition of inflation and recession at the 1 

1 

19 

same time, concern about the energy problem, oil and the | 

20 

Kiddle East, and the fact is that the entire stock market is, 

21 

selling at a very low price-earnings ratio historically. 

22 

But I felt that the intrinsic value of the stock! 1 

23 

1 

would have to be determined on the basis of an historic prick 


24 

i 

earnings ratio, and the average of the high and low for the 


25 

past five years comes to 10.7 times. 

i 


j 
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Now, the earnings for the past full year are 

Wi.04 

I don't know what the earnings will be for the 
fiscal year ended October 31,1974, but I woul^b^that they 
would be at least equal to that, if not more. 

Well, applying the historic price-earnings 
ratio of 10.7 to the earnings of $2.06, you come up with 
an intrinsic value of about $22 per share. 


If we wish to be more conservative, we might 
allow for some decline in earnings, which could happen, 
and the average for the last five years have been $1.78 
per share fully diluted. 

Applying again the same historic price-earnings! 
ratio, we come up with an intrinsic value of slightly in 
excess of $18 per share. So the average is slightly 

i 

over $20. 

i 

So I therefore concluded that the intrinsic 
value of the stock, namely roughly $20, is greatly in 
excess of the offer. The offer is somewhat less than the 
$10.43 per share book value. 

i 

THE COURT: All right. 

Q What is meant by the term "intrinsic going 
concern value," Mr.Belfer, that you have used? 

A Well, as accepted in security analysis work, 


the intrinsic value is what the stock is really worth in 

I 
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terms of earnings and some multiple of the earnings. 




Q In your analysis, did you take into consideration 
market value? 

I 

A i did. 

Q And what were your considerations with respect 

to market value? 

A Well, I looked at the past record, market for 
the last five years. I am aware of the fact that just pric| 
to the offer the stock was selling at 5-1/2. But I felt 
that that price was unrealistically and irrationally low foi 
a company with their excellent earnings record and with 
its fine quality of management and reputation. 

I 

0 Now, in your opinion, is a value for the common ^ 
stock in Wells, Rich, Greene based only on current market aij.j 
current economic conditions the proper basis for evaluation 
in relation to the exchange offer? 

THE COURT: He has already answered that. 

MR. S. NEMSER: Your Honor, I will move on, 

then. 

THE COURT: He has told us how he arrived at 
it, hasn't he? 

Q In the light of your analysis and the considers-I 

i 

tions thatyou have taken into account in reaching your 
conclusions, do you consider the exchange offer to be fair? 
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It is below the intrinsic value and the book 


Q Now, with respect to the book value of Wells, 
Rich, Greene, is there a difference between book value 
of a service company, such as Wells, Rich, Greene, 
and book value of a manufacturing company? 

A Yes. 

Q What is the difference? 

A A manufacturing company makes physical com¬ 

modities and for this they need factories, machinery and 
very expensive equipment. 

A service industry, such as advertising such 
as Wells, Rich & Greene needs office space and a few desks. 
The net result is their capital — their book value con¬ 
sists mainly of accounts receivable, cash, things like 
that. So I would call it very clean book value. 

Q Now, as a vice-president and security analyst 

and portfolio manager of Wood,Struthers & Winthrop, do you 
determine which securities will be purchased or sold for 
portfolios? 


A I do. 

Q Now, what factors, if any, do you apply in 


determining whether a particular security should be purchastj; 
or sold? 
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A Well, we try to make some estimate of what we 
think the intrinsic value is. 

THE COURT: What you think intrinsic value is? 

THE WITNESS: Of the company's common stocks. 

i 

If the stock is selling above that, it is a sale. If a 
stock is selling below that, it could be a purchase. 

Q Is the method that you use in determining purchn 
and sale of securities that you just mentioned a generally- 
accepted method used in the financial community? 

A I believe it is. 

MR. S. NEMSER: Your Honor, I have no further 

questions of Mr.Belfer. 


THE COURT: Any questions, Mr. Sisk? 

I 

MR. SISK: Yes, your Honor. 

I 

CROSS-EXAMINATION 
BY MR. SISK: 

I 


ago. 


Q Mr. Belfer, when were you retained by Mr. Nemse-j* 
A I heard about the case approximately ten cfeys 


Q From whom did you hear^the case? 

A Mr. Nemser put me into contact with Mr. Kaufman 

cm +A,s 

Q I am not clear. Did you get a telephone call^ 


from Mr. Nemser? 
A Yes. 
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I proceeded to look at it. 


Did you know anything about Wells, Rich, Greene 


before Friday a week ago? 


Yes. 


What? 


A I heard Mrs.Lawrence speak at the New York Social, 
of Security Analysts approximately a year ago, I believe 
it was, when she spoke about Wells, Rich & Greene. I hear~ 
that it was a first-rate company in the advertising field. 

Q And does that sum up your knowledge about Wells, 
Rich, Greene as of Friday a week ago? 

» 

I 

A Yes. j 

| 

Q When did you actually begin work on the prepara \ 
tion of the materials that went into your affidavit, which 
is dated or sworn to November 20, 1974? 


Last weekend. 

And the materials you had 


the prospectus? 


A No. I had the prospectus, I have annual 
reports, I have various other materials from Standard & 
Poor's, Moody's and so forth, and the annual reports of the 


company. 


Q , And between Saturday, when you started to work 
on it, you say, and Tuesday,,when the affidavit was draftedj 
you completed your work? 
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A Yea. 

Q And you executed the affidavit on Wednesday? 

A Wednesday, yes. 

Q Can you tell us approximately how many ho*’rs 
yor spent on the matter between Saturday and Wednesday? 

A I'd say approximately — I have been keeping a 
record — between 10 and 15. 

Q Did you look at any other documentation other 

than the materials you have described for us? 

A Mr. Nemser gave me yesterday a copy of somethin.] 
put out by White, Weld. 

Q But prior to the execution of your affidavit 
on November 20, you looked at no other materials other than ' 
the ones you have described for us? 

A That's correct. 

Q Now,you say in Paragraph 5 of your affidavit, 

"In the course of m> ivaluation of W.R.G., the following 

I 

factors were given careful analysis. (A), the history of tjn 
company and the nature of the business." 

I take it, Mr.Belfer, that whatever history you 

I 

had of the company you got from the prospectuses and the 
annual reports, is that correct? 

A That's correct. 

Q Now, tell us what you found out about the naLurc 
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of the business. 

A They are in the advertising business, mainly. 
They have a few other things going, like a movie operation 
and an oil operation. But the business is basically 
acting as an advertising agency. 

Q And did you know anything about the advertising 
agency business other than what you may have learned from 
Mrs. Lawrence when she appeared before the Security analysts 7 
A Yes. 

Q Will you tell us what you knew about the adver¬ 
tising agency business? 

A Well, when the advertising aganey began to go 

public roughly seven or eight years ago, we became inter¬ 
ested in them as an investment medium. So at that time 
I studied most of the prospectuses that came out on those 
companies that went public. 

\ 

Q Which ones? 

I 

j 

A Interpublic; B.B.D & 0., Oglesby & Mather, an 1 

i 

a few others. J.Walter Thompson, Doyle, Dane, Bernbach. 

Q Did you recommend to your company that it buy 

! 

any of the stocks of those agencies? 

A No, I didn't. 

Q Had your firm acted as an underwriter with 

respect to any of those issues? 
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Not that I know. 


Q Do you know of any significant differences 

betweenWells, Rich, Greene and the held advertising 

agencies you have just listed? 

A There are two differences I can think of. One, 

it is much smaller, it is not one of the giants. Secondly, 

.. . , 

they do practically nothing^ ab e e g*% And most of the other 


advertising agencies have been attempting to go abroad. 

Q Any other differences that you know of between 
Wells, Rich, Greene and the other publicy—held agencies? 

A Nothing of significance that I can think of. 

Q Do you, for example, know how the other publicly 

held handled the matter of deferred costs, accounting 

! 

treatment for deferred costs? 

A No, I don't. 

t 

Q Do you know how Wells,Rich, Greene handles it? j 
A Very conservatively, as I understand it. 

Q What do you base that understanding on? 

A Reading of the prospectus. 

Q And that is all that you know about it? 

A That's all,sir. 

Q Now, you say in Paragraph 5B of your affidavit 

that you also gave evaluation and consideration to the 
financial condition of the business. What did you mean by 
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2 

that? 


3 

A Earnings, book value and net working capital po? 

i 

4 

tion. 


5 

0 Did you give any weight in your evaluation 


6 

to the existence of debt? 


7 

A Yes, which were very little in the case of Wellt 

y 

8 

Rich & Greene prior to this offer. 


9 

Q Tell us what the debt was that you gave con¬ 


10 

sideration to? 


11 

A Well, there is some bank debt and that's about 


12 

all. 


13 

Q Can you point to that in the prospectus? 


14 

A Yes. It is on Page 48: Installment loan 


15 

payable, $336,000, and then current installment loan 


16 

payable $92,000, for a total of debt of $430,000, approx¬ 


17 

imately. 


18 

Q And that was the entire consideration of the 


19 

debt structure of Wells, Rich, Greene that you gave? 


20 

A It was very simple. 


21 

Q Well, Mr.Belfer, I take it then that you did 


22 

not take into account the existence of debt as represented 

• 


23 

by long-term lease liabilities. 


24 

A Well, I was aware of it. But there is some 


25 

question as to just how to treat that. 

| 
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2 

Q Did you take it into consideration, is my ques¬ 


3 

4 

tion. 



A Yes. 


5 

Q And what was your consideration of it? 


6 

A It did not require special treatment. 


7 

Q Can you tell us approximately, without now looka 

i'n t 

8 

at any papers before you, what the long-term lease liability 


9 

debt obligations of Wells, Rich, Greene amount to? 


10 

A As I recall, they have excellent space in the 


11 

General Motors Building. I understand they were paying 


12 

about $12 a square foot, and I believe it came to about 


13 

a million dollars a year. Then there is something in St. 

1 

14 

Louis, too, Gardner Advertising. 

1 


15 

Q Do you know for how many years they are obligati: 

d 

16 

for those leases? 


17 

c 

A I believe it was 15 more years, approximately. 


18 

together. 

i 


19 

1 

Q That is a pretty substantial debt obligation. 


20 

isn't it? 


21 

A Not if you are making money. 


22 




Q Do you assume that the company is going to make 


23 

money throughout that 15-year period? 


24 

A Based on their excellent record, yes. 


25 

Q It is a pretty broad assumption, isn't it? 
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A I have to make it. 

Q Isn't it standard security analysis to look 
at long-term debt as represented by lease obligations? 

A Yes and no. It depends on the industry. Where! 
companies such as in the capartment store field have been 
selling their stores and then leasing them back, there you 

I 

would look at it. But where a firm simply leases space 
for its own use, it is just another fixed cost of doing 
business. 

Q Now, in connection with your analysis of the 
financial condition of the business, did you make an apprait« 
as to the profitability or lack thereof of the motion picture 
venture of Wells, Rich, Greene? 

A I did. 

Q And what was that analysis? 

A The movie they produced hasn't done very well. 
Dirty Little Billy. But I felt that, as I pointed out 
earlier, the other activities of Wells, Rich & Greene were 
very minor and that the heart of the business is advertis¬ 
ing. 

Q Do you know how much of the balance on Dirty 
Little Billy of deferred costs still has not been written 
off? 

A In excess of $800,000, I believe. 

I 
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Q Did you take that into consideration? 

A Yes. I did not feel that — the company had 
basic earning power of $3,300,000 a year before taxes and 
I don't think that would be too great a burden. 

I 

Q Mr. Belfer, are you familiar with what percental a 
of shares of the stock of listed companies are usually 
covered by options to employees? 

A It varies ..rom company to company. 

Q Is there a general figure that you have in mind 

that represents the percentage of, let's say, most Standard 
& Poor companies? 

A I have no idea. 

Q Well, would you be surprised to find that the 
percentage of stock held under options or subject to options, 
of Standard & Poor's top five hundred companies would 
exceed 5 per cent? 

A Yes, I would. That would strike me as being on 
the high side. But for a company like Wells, Rich & Greene 4 

I 

it wouldn't. 

Q Do you know what the percentage is of stock 
that is subject to options of W.R.G.? 

A No, I don't. 

Q You didn't make any attempt to look into that 
matter, did you? 
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2 

A It is in the prospectus, but I didn't — most 


3 

of the options, I noticed, were well above the present 


4 

market price. 


5 

Q Wouldn't those options constitute a very sub¬ 


6 

stantial dilution factor if the stock prices moved up, as y. 

u 

7 

apparently anticipate they will? 


8 

A Yes, it would. But that would be good. The 


9 

stock would be up. 


10 

Q But it would be a very big dilution factor for 


11 

the other stockholders, would it not? 


12 

A Depending on the amount that it is. 


13 

Q And did you take that into consideration? 


14 

A Not really. 


15 

Q You have testified that the pattern of earnings 


16 

show a steady increase for the period that you looked at. 


17 

the period of five years. Do you have any knowledge as to 


18 

what the pattern of earnings were before that period? 


19 

A A little bit, yes. But the prospectus con¬ 

• 

20 

centrated on five years. The earnings before they went 


21 

public — well, in '66 they were 38 cents, then they went 


22 

to $1.87, and then they went down to 72 cents. This is 


23 

in the very early years, prior to the five-year period. 


24 

Q Now, Mr.Belfer, by very early years, you are 


25 

talking about just the immediate period preceding that, 
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because their company has only been in existence since 
1966. Isn't that true? 

A That's true. 

0 Well, there is no steady pattern there, is 
there, if you go back beyond the five-year period? 

A There is for six years. 

Q Conveniently you didn't look behind that, I 

take it? 

A I felt five years was enough. 

Q In your Paragraph 5D, one of the factors that 
you say you took into consideration the current and 

prospective economic conditions as of the date of valuation, 
in the national economy and in the advertising industry 
of which WRG is a part. What do you mean by "the current 
and prospective economic conditions in the national economy’ 

A Well, right now we are in a recession. There i 
is no question about it. The recession — and as the result. 
I feel common stock prices are unduly depressed. 

At some point, I don't know when, nobody 
does, the country will get out of the recession, and at 
that stage I would hope that common stock prices would go 
up reflecting that. 

Q Well, are you making projections that you are 
prepared to tell this Court about today? 
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A No. No one would. 

Q You have said in your sworn affidavit that 

you took into consideration prospective economic conditions 
national economy, did you not? 

A Yes. 

Q Well, I am sorry, I don't understand what you 
mean, then. 


A Well, I would say, if you want my projection, 
that the recession is going to continue. Unemployment 
will continue to go up, gross national product may actually 
decline, and I would say will continue for at least 

another six months, perhaps into the middle of 1975. 

Then some time around then, assuming no worsen¬ 
ing of the energy crisis, the economy could resume an up¬ 
ward course. 

Q And that is what you meant in Paragraph 5 D? j 

A Yes, sir. 

Q Pretty speculative, isn't it? 

A No more so than other economic forecasts. 

Q What did you mean by your reference to current 
and prospective economic conditions in the advertising in¬ 
dustry? 

I 

A Well, the advertising industry to some extent 

is recess ion—proof but not fully, because people still havt: 
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to advertise. But there are certain groups who are not 
advertising now, such as the oil companies — well, they 
have changed their ,'dvertising, but they certainly are ad¬ 
vertising less, the automobile industry may advertise less 
for the time being, because of falling car sales. 

But, again, at some point when economic condi¬ 
tions look better, big advertisers may increase their ad¬ 
vertising budgets again. 

Q And what do you base that projection on? 

A It has worked this way in the past. And, 

again, most large major companies set aside a certain per¬ 
centage of their sales for advertising. 

Q Well, now, when you said you looked at these 
factors as part of your review, I take it you did that with 
an eye toward having them be reflected ultimately in the 
valuation that you were being asked to come up with, is 
that correct? 


A That's correct. 

Q How did these speculative factors that you 

have just described for us with regard to the prospects 

4kcI 

for the economy generallyAfor the advertising business — 
what role did they play in your ultimate conclusion? 

A They played a role in my determination of the 
earnings, which I said should continue at the rate of 
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2 

2.04. if 1 felt the country was going into a major 


3 

recession which would last for several years, I certainly 


4 

couldn't say that Wells, Rich t Greene's earnings would 

I 

5 

continue at the $2.04 rate. 


6 

I also made the assumption, basic one, that the 


7 

price-earnings ratio would be about ±££times based on 


8 

9 

historic past. Again, if interest rates zoom upward again 
and the ^MMMMy^goes to 14, 15 per cent, and the country 


10 

is in a recession and inflation, then that price-earnings 


11 

ratio of 10.7 will definitely not apply. 


12 

But I am assuming that at some point in the 


13 

future more normal economic conditions would recur, interest 

1 

1 

14 

rates would go down somewhat, and the historic price-earnina 

H 

15 

ratios of the past could be used safely for the future. 


16 

Q Did you make any investigation, Mr.Belfer, as 


17 

to whether the nature of advertisers ' requirements have 


18 

changed any in recent times? 


19 

A No, I haven't. TV advertising with Wells, Rich 


20 

a Greene is excellent. I know it is getting an increasing 


21 

percentage of the advertising dollar. 


22 

Q But you don't know of any change in the 


23 

psychology or philosophy of the companies that are spending 1 


24 

the money for advertising? 


25 

A Not tha«_ I know of. 



1 
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2 

Q Did you make any investigation of the drop in 


3 

the earnings of the other publicly listed companies in the 


4 

advertising business? 


5 

A I looked at them. 


6 

0 Can you tell us approximately what you recall oi 


£ 7 

their performance? 


8 

A Most of them are about the same or down slights 

1 - 

9 

Those that have gone abroad have suffered abroad, such 


10 

as Interpublic. The earnings have actually gone down in 





11 



12 

tion, also due to strengthening in the value of the dollar. 


13 

which translates itself into lower foreign earnings. 


14 

Q If I told you that there has been a one-third 


15 

drop in the earnings of the top six or seven publicy-held 


16 

agencies, would that surprise you? 


17 

A A little. 


f 

18 

Q You didn't know about it, I take it? 


19 

A I didn't think it was that high. 


20 

Q In your Paragraph 5, in which you were describii 

4 

21 

your evaluation of Wells, Rich & Greene and the factors that 


22 

were given careful analysis, you say, in subparagraph (e), 


23 

that you gave careful analysis to "the investor’s appraisal 


24 

of the earnings and dividends of actively-traded securities 


25 

and of the securities of companies then engaged in the same 



* 
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line of business." 

A Yes. 

Q Would you tell us, Mr. Belfer, where that 
factor is reflected in your affidavit other than in that 
paragraph? 

A Only in the qualitative concepts. Other ad- 

vertising agencies at the moment are selling at about three 
and a half to five times earnings. in the past, however, 
they have sold at ten times, 15 times and even somewhat 
higher. The dividend factor I looked at, but I decided 
it was of no real significance. 

Q So you found that the price-earnings ratio of 
the other publicly-held agencies was way down, is that 
correct? 

A Yes. 

i 

Q How about the prices of their stocks? Did you j 
look at that? 

i 

A Historically, way down. 

Q And how did the prices of advertising company 

stocks compare generally with the prices of, let's say, 
the Standard & Poor top 500? 

A In the last two years they have gone down con¬ 
siderably more. 

| 

Q Do you know why? 
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A No, not really. 

Q Did you make any effort to find out why? 

A I tried to determine it, but I can't give you 
an explanation. My own thought was that the investing 
public at the moment was more interested in companies 
with assets in the ground, a hedge against inflation — 

Q In your subparagraph 5(f), the final factor that 

you looked at was the book value of wrg stock, which you 
calculated at 10.43, is that correct? 

A I didn't calculate it. It is right in the 
prospectus. 

Q Would that book value be the same if it were 

» 

adjusted to represent the deferred costs? 

A Yes. The deferred costs are listed as an 

asset. 

Q In Paragraph 8 of your affidavit you summarize, 
in a table, the price-earnings ratios for the period 1969 
to 1973, and you show that in 1970 the low was 5 and in 
1973 the low for Wells, Rich, Greene, our price-earnings 
ratio, was 7-1/4. And when you testified here this moraine [ 
you made reference to those two years as being exceptions 
to the other years. 

Did you make any investigation as to why those j 
low P-E ratios occurred in those two years? 
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A In *70 the market fell off, the whole stock 
market was off, and in '73 the stock market began to fall. 

Q Is that the sum total of your investigation 

of why that happened? 

A Yes. 

Q You show no 1974 figures in the table. Would 

you tell us why? 

A Well, no reason. I just wanted to get the fiv<i 


years in. 


But, again, the price-earnings ratio was extreme 




low, based on the $2.04 earnings it would have ranged from 
about two and a half to four times. 

Q So if you showed the 1974 picture, it would 
have showed an even bleaker picture on the P-E ratios, is 


that correct? 

A Yes. 

Q I ask you the same question with respect to 
your table in Paragraph 9. I see no 1974 figures. Why 
are they absent? 

i 

A Well, the same thing. I wanted to have five 
complete years, and it was simpler to take it for the perioc 
up to the offer. It would have ranged from 9-3/4 to 5-1/2, 
And based on earnings of $2.04 that would give you a price- 
earnings ratio or roughly four and a half to two and a half 

Q What would that do to your calculation if you 


J 

I 

I 
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2 

had included that year? 




3 

A 

It would have knocked it down somewhat. 




4 

Q 

From 10.7 to approximately how much? 




5 

A 

May I calculate? 




6 

0 

Surely. 




7 


(Pause.) 


1 


8 

A 

I come up with 9.5. 




9 

Q 

you tell us, Mr. Belfer, how, in Paragraph 



10 

10, you arrived at a figure of $1.78 as being the average 



11 

of the past 

five years earnings on a fully-diluted basis? 



12 

A 

Well, I simply took the earnings in the pros- 









13 

pectus, $1. 

02, $1.24, $1.63, .04 and 2.04. 




14 

0 

And what was the $2.04? What period did 

that 



15 

2.04 covpr? 





16 

A 

That was the fiscal year ended October 31, 

197 3 J 



17 

Q 

And is it your testimony that if you take 

1 

those | 

‘ 

18 

figures and 

add them all up and divided by 5, it will 

come 



19 

out to $1.78? 




20 

A 

Yes. 




21 

Q 

Would you do that calculation for us now. 




22 

please, and 

see if you come out that way right now? 

i 



23 


(Pause.) 




24 

A 

I come up with, at the moment, $1.55. 

» 

1 



25 

Q 

That is what I come up with, Mr. Belfer. 

i 

i 


V 



i 
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A I don't see how that happened. 

Q Mr. Belfer, I want to read a quotation to you 
and askjyou whether you agree with it. 

"There is no reason to thinkjthat a more academic 
appraisal of the stock would be a closer approach to 
true value than the practical judgment of those most in¬ 
terested in the company and its stock, the daily traders 
who are backing their judgment with their money.” 

Would you agree with that quotation? 

A It depends on what purpose. Certainly in terms 

i 

of what the stock is actually selling at in the market, 
it is market price. But in terms of making a long term 
investment, what I look at is this concept of intrinsic 

i 

value. And if a stock is selling below intrinsic value, 

I 

I feel it is a good investment. 

Q You feel Wells, Rich, Greene stock at its present 
market of $7 or $8, whatever it is today, represents a good: 


investment? 


investment? 


Yes, I do. 

And when it was $5.50 you thought it was a good 


Yes, j 

i 

Did you recommend to your firm. Wood, Struthersj 
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that it buy any Wells, Rich, Greene stock? 

A No. But for another reason. We rarely invest 
in positions where the market values of the stock is under 
$100 million. 

Q Has your company ever held any advertising 
company stock? 

A Not that I know of. 

Q Do you make recommendations to the public? 

A No, not to the public. 

0 Do you make recommendations to your customers? 
A My private clients, yes. 

0 Have you recommended to any of them that they 
buy Wells, Rich, Greene stock? 


0 I am going to read you another statement, Mr. 
Belfer, and I would like to know whether you agree with 
this: 

"We know of no perfect set of standards against 
which a company's results can be measured, but instead have 
developed a system to allow us to place a relative value 
on a company." 

Do you agree that the relative value factor is 
one which should be looked at when evaluating the worth of 
a company stock? 
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1 


2 

A 

Yes. 



3 

Q 

And what does that term mean? 



4 

A 

It means relative to the market as a whole and 

I 


5 

relative 

to other industrial groups. 



6 

Q 

In other words, relative to what the stockholdet 

s 


7 

could do 

with his money if he didn't have it invested 



8 

in Wells 

, Rich, Greene, for example. 



9 

A 

Yes. 



10 

Q 

And if the stockholder took the package that 



11 

is being 

offered, of $3 cash and $8 debenture, and converted 



' 12 

«*that into, entirely into cash by selling the debentures. 



13 

he would 

have a package in excess of $5.50, would he not. 

i 


14 

on the anticipated trading of debentures? 



15 

A 

No question about it. 



16 

Q 

And he could buy some other stock that might 



17 

also be depressed under today's market conditions, he could 



18 

buy more 

of that stock as the result of that package than 



19 

he could 

1 

have before, isn't that correct? 

i 


20 

A 

That is correct. 



21 

Q 

I 

Now, I am going to read you one other statement I 



22 

I would like to know whether you agree with that. 



23 


"Investors at any point in time have alternativj 



24 

uses for 

their capital. We therefore must relate the j 

l 


25 

price of 

a stock to the expected return from alternative 




1 

i 

i 
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sources." 

Do you agree with that? 

A Yes. 

Q Did you make any analysis of what the stockholder 
of Wells, Rich, Greene could do with this package if he 
got it? 

A No. 

Q Is it the investment policy of Wood, Struthers 

to sell stocks when they no longer continue to provide 
their required return? 

A Well, it is not a hard and fixed rule. There 

i 

are other considerations, such as tax considerations. So 
we are always considering alternative investments. 

Q Do you think that would be a reasonable thing 

for the stockholders of Wells, Rich, Greene to do? 

A Yes,sir. 

MR. SISK: Thank you. 

THE COURT: Mr. Nemser? 

I 

MR. NEMSER: No questions, your Honor. 

THE COURT: I suppose one of the questions — 

I am not too familiar with this area, and maybe I have some 

I 

wrong concepts, but the assumption, in terms of Mr.Sisk's 

- , I 

questions to you about the stockholders being able to 

I 

sell their debentures, that is that means there has to be 
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a market for it? 

« 

A Yes. 

BY THE COURT: 

Q Does that mean or does it not mean that it the 
availability of selling means that there will be — the 
market will be less depressed? Does that make — their 
ability to sell, that would be better or worse, if the market 
is up or down? 

A Well — 

Q Or does it make any difference? 

In other words, what I am trying — what I am 
really trying to get at is, will economic conditions aid 

I 

the market, a market for the debentures or will it be 
worse? 

A It would be one of the factors, yes. 

There is a market, your Honor, for the 
debentures right now an over-the-counter when issued market ^ 

Q If economic conditions remain as bleak as 

apparently the analysis of Wells, Rich & Greene are, would 

i 

that affect the marketability of the debentures? 

i 

Would these stockholders be able to sell them 
and to make any money on it? 

That is what I am trying to find out. 

A Yes, I believe they could selljthem. 

There is an active over-the-counter when issued 
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market right now. 


THE COURT: I see. 


Q Then it has nothing to do with the editions 


of the market? 


please. 


Well, a bond less so than a common stock. 

THE COURT: Thank youji/ery much. 

(Witness excused.) 

THE COURT: All right, call your next witness, 


MR. S. NEMSER: Mary Wells Lawrence, please. 
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MARY GEORGENE LAWRENCE, called 
as a witness by the plaintiff, being first duly svrcr 
by the Clerk of the Court, testified as follows: 


MR. S. NEMSER: May I bring the lectern a • tl*- 


closer. 


THE COURT: I don't know what kind of voice Miss 
Lawrence has. 

THE WITNESS: I will try to speak up. 

THE COURT: But that is the better way to do it. j 
You want Mr. Sisk to hear what his client is saying. j 

MR. S. NEMSER: Very well, your Honor. j 

DIRECT EXAMINATION 

BY MR. S. NEMSER: 

Q Mrs. Lawrence, you are chairman of the board of 
directors and chief executive officer of Wells, Rich, Greenej 
is that correct? 

A Yes. 


And were you one of the co-founders of that com- j 


pany? 


Yes. 


Q And that company was organized whon? 

A Well, it was actually — it was organized in 196h 
Q Now, adjusting for subsequent 10 for 1 stock 
split and the reclassification of the Class A and common 
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Lawrence - direct 



2 

stock of 

the company, you originally subscribed for 301,000 

( 

I 


3 

shares of 

a stock of Wells, Rich, Greene, is that correct? 



4 

A 

That's correct. 



5 

Q 

And you paid ten cents a share? 

i 


6 

A 

I paid ten cents a share for founders stock, whicrt 

c 

7 

of course 

was worth nothing at the time. j 


8 

Q 

You paid ten cents a share, is that correct? 



9 

A 

That's right. 



10 


I 

THE COURT: Mr. Nemser, I think I've seen that in! 


11 

your brief and papers, but I fail to see how what was paid J 


12 

for the stock in 1966 has to do with the issue that is facir ' 



13 

us today. 

i 

i 

1 

i 


14 


1 

MR. S. NEMSER: Your Honor — 



15 


THE COURT: In any event, if there is some rela- j 



16 

tionship, 

fine, then, if you can show it to me. But I don't! 



17 

see what that has to do with the issue before me of misrepre-l 


t* 

18 

sentation 

of facts and a fraudulent scheme that is current 

i 



19 

as of 1974 

1 

• 

i 


20 


MR. S. NEMSER: Your Honor, on page 13 of the 



21 

prospectus 

, which is Plaintiff's Exhibit 1 — 



22 


THE COURT: I have it. 



23 


MR. S. NEMSER: — there is sk ’ out in the second ! 



24 

full paragraph a description of the sale of certain shares j 



25 

by Mrs. Lawrence with respect to two public offerings. 

i 

1 





1 

1 
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3 ge 3 Lawrence - direct 

The prior paragraph finishes with the sentence 
"It was against this background that the company initially 
offered its stock to the public." 

The picture that the public stockholders are getti’fi* 
in this p articular area — 

THE COURT: All right. 

i 

I 

Now, I get the point. One of your allegations 
is that Mrs. Lawrence and the rest have^set forth in this 
prospectus the p: -e at which they bought the stock and the:j 
fore indicated what kind of profit they realized by the sale 
of a first public offering. i 

MR. S. NEMSER: The first two public offerings, ! 
a»d completely omitted from here, as I'll bring out on 
testimony — 

THE COURT: All right. Then let's go back to the 
testimony. I got the point. At least I understand what 

! 

you are trying to do anyway. 

BY MR. S. NEMSER: j 

Q Now, turning to Plaintiff's Exhibit 1, Mrs. 

i 

Lawrence ~ letne get you a copy of that. (Handing) Would 
you kindly turn to page 13. Under the heading background 
and purpose, it is there stated that motivation of your 
personnel, through stock ownership, was considered a factor I 
to attract good personnel to your company, and then you go 
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4 Lawrence - direct 

->n to say "It was against this background that the company 
initially offered its stock to the public.” 

Will you tell the Court, Mrs. Lawrence, the total 
number of shares of Wells, Rich, Greene that was ever sold 
to the public by the company itself? 

A I would have to look at all th«* documents to qive 
you that number. I don't have that number right at the top 
of my head. 

Q Were there ever more than two public offerings? 

A No. 

Q Did the company sell any stock in the second 
offering? 

I 

I 

A No, not in the second offering, only in the fjrst} 

Q In the first offering, do you know how many share:, 
the company sold? 

A I m sorry. You'll have to give me the document. 

Q Let me refresh your recollection. I show you 

Plaintiff's Exhibit 10. Does that refresh your recollectionj 
that the company sold only 50,000 shares out of the total j 
number? 

| 

A That's right. 

I 

THE COURT: Where is that, Mr. Nemser? 

MR. S. NEMSER: That is on the first page of the i 
exhibit, your Honor. 

i 

t 

i 
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THE COURT: All right. 

A The company sold 50,000 shares because it was not 
in great need of capital at that time. 

Q Mrs. Lawrence, let me ask you to answer questions 
that I ask. 

I 

A I'm sorry. 

I 

Q Your own counsel can take you on redirect. 

i 

THE COURT: Mr. Nemser, if you want any instruc¬ 
tions given to the witness, you ask me to give them to her. 
MR. S. NEMSER: Sorry, your Honor. 

Q Now, under that first offering in 1968, is it not! 
a fact that you and other founders and directors sold 

j 

359,900 shares against the company's 50,000, isn't that 
right? 

A That's correct. 

Q And you, yourself, sold 75,250 shares, is that 

correct? 

| 

A Correct. I 

I 

Q If you look at page 18 of that exhibit number 10, 
with respect to the shares and the price of $17.50 a share. 



22 you grossed $1,316/875, correct? 

23 A Yes, before taxes. 

24 THE COURT: Why don't -- there is no point in oui 

25 getting obvious on the record like this? 

MR. NEMSEK: No, your Honor. 


i 


' 
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THE COURT: I'm reasonably sure Mr. Sisk will 


stipulate to what is obvious, to those facts. 

Let's move on and get something on the record 
that's not as obvious. 

MR. SISK: I don't even need to stipulate, your 
Honor. It is in evidence already in Plaintiff's Exhibit 10 

THE COURT: All right. Fine. 

BY MR. S. NEMSER: 

Q Now, between the first and second offering, that 
is, between the 1968 and the 1971 offering, you sold 
shares, additional shares, in the public market, didn't 
you? 

A Yes, I did. 

Q And you sold a total of 15,000 shares? 

A That's right. 

Q And you sold this when there was actually a 
public market created by the first offering, isn’t that 
right? 

A Yes, sir. 

Q Now, let's turn briefly to the second public 
offering, of 1971, which is Plaintiff's Exhibit 11? 

A May I have a copy of that? 

Q Yes. (Handing) 

A Thank you very.much. 
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2 

Q Wow, in Plaintiff's Exhibit 11, at page 17, there 


| 3 

is set forth your sale of 110,850 shares at $21.75 a share. 

j 

4 

right? 


5 

A Right. 


6 

Q Now, in 1972, after the stock was listed on the 

| 

7 

New York Stock Exchange, in fact in July 1972, you sold an 

i 

8 

i 

additional 15,500 shares in the open market, didn't you, j 

9 

at $21.88, or .875. 


10 

A I believe I only made one sale of 15,000 shares 


11 

in the open market. 


12 

Q Well, let's sort of check that very quickly. 


13 

Mrs. Lawrence. Look at page 17. 

j 

14 

After your sale of the 110,850 shares on the seco 

■. 

15 

offering, you had a hundred thousand left, is that correct? 


16 

A That's right. 


17 

Q How many shares did you have at the end of the 

I 


18 

year 1973? 


19 

A That's when I sold the 15,000, was in 1972. 

i 

20 

That's my memory. 


21 

I may be wrong, but that's my memory, that I sold 


22 

15,000 shares once in 1972. Maybe someone could tell me 


23 

differently. j 


24 

Q Are you saying that you only sold 15,000 shares tj 


25 

the public aside from your two public secondary offerings? i 

i 

| 
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f)w ! 


That’s my memory, sir. Perhaps someone can tell ■ 


me differently. That's what I remember. 

Q Let me try and refresh your recollection. H®re 

cert Awecfens *t , 

is your sale from the SEC nn «i Pi - e ea ^ e* * Tir fr crrm- 

which indicates your sale in November — 

THE COURT: Is that in '72? 

MR. S. NEMSER: I'm just trying to refresh her 
recollection. 


MR. SISK: May we see the document? 

MR. S. NEMSER: Sure (handing). 

A It cannot be 10,000 shares. In 1970? Not 15, 

but 10,000 shares in 1970? I have no recollection of it. 

% 

(Pause.) 

A It is possible, Mr. Nemser. My husband and I 
own everything, pretty much together, and it is possible it 
is a decision he made and I'm really not — L just don't 


recollect it. 


Q Let me see if we can carry this right through 

i 

from those two prospectuses. ; 

(Pause.) 

THE COURT: Mr. Nemser, I really wish you woulcn % 

} 

waste time on something that you and Mr. Sisk can work out. 


Whatever Mrs. Lawrence 


or sold and so forth, I'm 


sure that if the facts are broughtout, she will aoree to it 
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and we can get that on the record. There is no point in 

wasting time on this. 

Q I ask you to look at Plaintiff's Exhibit 13, 14 , 1 
and 15. Those exhibits, Mrs. Lawrence, if you get a chance 

i 

to look at them Wmm, indicate that you purchased in 

I 

January, February and March of 1974, a total of 30,500 

I 

shares at prices ranging between eight and a half dollars an.! 

i 

nine and a quarter dollars. ! 

t 

I 

You made those purchases, didn't you? 

j 

A I did indeed. 

Q Can you show us where in the prospectus your 
purchases appear? 

A In this prospectus? 

I 

Q The current one. 

A I believe they do appear, Mr. Nemser. ! 

I 

MR. SISK: If your Honor please, I raise an objec 
tion to this question. The prospectus is a document that is 
in evidence and the document speaks for itself. And the 

I 

fact is that the total number of Mrs. Lawrence's holdings 

i 

are clearly recorded in the document. I 

1 

THE COURT: The objection is overruled. But I i 
think it is a fair question. I 

i 

I 

A I don t think that it was in the prospectus becau.j 
we didn't think it was a material amount. 

I 

| 
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Who told you that? 


A Well, I buy the best counsel I can get, sir, and 
I listen to my lawyers, and I believe that it wasn’t felt 
necessary, since we were putting in the total number of share 


that I owned. 


Q In other words, it was your opinion that pur¬ 
chases in the year of this exchange offer for all the public 
shares, your purchases at prices which were higher in some 
instances than this offer wou?u not be important to the 


stockholders? 

A Mr. Nemser, the prospectus is a result of the 
advice that I received from counsel. 

Q Do you know Catherine Gibson? 

A My daughter? 

Q Is that your daughter? 

A Catherine Gibson Lawrence? 

Q Well — 

A Catherine Gibson at the agency. Excuse me. 

Q That's right. 

A I'm very sorry. Yes, I do know Catherine Gibson 
Q I believe she spells her name C-a-t-h-ft-r-i-n-e? 

A That's right. 

Q And she is a vice president of the company? 

A That's right. 
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Q And she has been a vice president of long stand¬ 
ing with the company, hasn't she? 

A Yes, she has, 

Q Now, do you know whether she purchased any shares ! 
of common stock with Wells, Rich, Greene in 1974? Do you 
know that? 

A Yes, I read it in the prospectus. 

Q You read it in the prospectus. 

A Yes, I didn't know it until then. 

I 

Q That she bought shares in 1974? 

i 

A I thought that was pretty smart of her. 

Q Where is it in the prospectus? 

A Excuse me. It isn't in the prospectus, is it? 

Q No, it isn’t. 

A I read it somewhere, because I didn't know it 
until I read it on some piece of paper. 

i 

Q Well, it is not in the prospectus, at least I 
haven't been able to find it, Mrs. Lawrence. | 

i 

Now, the date of her purchase I think is interest}*, 
and let me ask you whether she came to you before she pur- j 
chased it? 

I 

THE COURT: Mr. Nemser, I don't want any—I real it 

| 

don't want any testimony from you or from Mr. Sisk. I 

I 

would like to have the testimony from the witness stand. Yoj.j 

I 

I 
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percent of the outstanding shares, have informed the compam 
of their present intention not to participate in the 
exchange offer." 

Do you know who those particular officers are? 

A No, I don't, sir. Mr. Jacobs did. He is the 
one who would have went around and asked about it. He is 

I 

the one who would have checked on the people who wanted to 1 
tender any. 

Q According to Plaintiff's Exhibits 16 and 17, Mr. ! 
Colnar and Mr. Challis each bought shares in July 1974. 

Did you know that fact? 

i 

I 

A No, I don't. I discovered it yesterday in my 

i 

lawyer's office, but I did not know it. I’m sorry. I am 
supposed to answer questions yes or no. 

Q On the first page of Plaintiff's Exhibit 1, in 
the paragraph immediately under the box at the top, there 
is the sentence, and I quote, "The directors have agreed not.i 
to participate in the exchange offer." 

I 

Is that a written agreement? 

A No, sir. 

Q I take it then it was an oral agreement? 

A It is an oral agreement. That's as I understand 
it. Unless I am informed differently, it is an aareement 
we made at the Board of Directors meeting. 

i 

i 

i 

i 

I 

i 
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2 

Q Was that at the meeting on September 4th, 1974? 


3 

A Yes. 

1 

4 

MR. S. NEMSER: Your Honor, 1 would like to offer 


5 

in evidence as Plaintif ,it 24, minutes of the 


6 

regular meeting of the Boara of Directors of Wells, Rich, 


£ 7 

Green, held on September 4, 1974. 


8 

THE COURT: Show it to Mrs. Lawrence. If she 


9 

says that's what it is, fine. 


10 

A Yes, sir. 


11 

Q Do those minutes actually set forth the matters 


12 

that came before themeeting on that day? 


13 

A Well, our minutes are a little what you call be?i 


14 

bones minutes, and I imagine there were a number of things 

■ 

15 

that we discussed that are not in the minutes. We try to 


16 

keep them to a minimum. 


17 

THE COURT. Mrs. Lawrence has identified that as 


18 

being the minutes. 


19 

A That's essentially what happened. 


20 

THE COURT: They will be received then as 


21 

Exhibit 24. 


XX 22 

(Plaintiff's Exhibits 1 through 24 for identifi¬ 


23 

cation were received in evidence.) 


24 

Q Who brought up the matter of having an agreement 


25 

that the directors wouldn't tender? 

i 
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A I don't recall. It was a discussion that we had 
I think it was towards the end of the meeting. 

THE COURT: Does it make any difference to this 

proceeding? 

A But there was general agreement that it would be 

t 

appropriate. 

I 

THE COURT: Does it make any difference in this j 

proceeding? 

MR. S. NEMSER: It might, your Honor. It 
might go to the motive for — 

THE COURT: I don't see how that helps in any 
way at all, one way or the other. The fact of the matter ij 
th6 agreement was made. I don't understand. What different.i 
does it make who brought it up. 

Q What was the reason for the agreement? 

A Well, we felt that it would be appropriate for 

the board of directors to show a great sign of faith in 
the future of the company to support the debentures. 

I 

We did not want to communicate the idea that we 
felt that, although the offer was appropriate and very much 
needed by the company, that the company could not support 
its debenture offer. And we felt that by agreeing to stay i 
firm with the company that we would be demonstrating our 
faith in the company. 
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MR. SISK: If your Honor please, I am having 

trouble hearing. I think Mrs. Lawrence does speak up a 
little loud when Mr. Nemaer is not hovering at her elbow. 

A I'm sorry. I will try to speak out. 

THE COURT: I think you should stay back. And 
if you get restless, walk that way (indicating). 

I 

Q Do you have a copy of Exhibit 24 in front of you?) 

A No. I think they were taken away. 

i 

THE COURT: Why don't we let the reporter rest 
his hands. We will take a ten-minute recess. 

(Recess.) 

BY MR. S. NEMSER: 

Q Mrs. Lawrence, I ask you to look at Exhibits 4, 

5 and 6, the annual reports of the company for the years 
1961, 1962 and 1963, and I first ask you — 

THE COURT: What years? 

Q Sorry. 

I 

Exhibit 6 is 1973 annual report. I 

I 

THE COURT: And 5 is '72 and what is '71? 

MR. S. NEMSER: And 4 is '71, your Honor. 

THE COURT: All right. j 

I 

Q Will you direct your attention, Mrs. Lawrence, 

Mass 

to the letter that you and Mr. Hem wrote to the Stockholm. . 

i 

which accompanied the annual report and formed a part of it. • 

I 

I 
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2 

That’s Plaintiff’s Exhibit 6, for 1973 . 


3 

The last paragraph of that letter, reads "Looking 


4 

ahead, we believe that the problems faced by business and 


5 

society will become tougher and more complex. We believe 


6 

that these challenges will present opportunities for Wells, 


7 

Rich, Greene's growth and achievement unlike any we have 


8 

seen." 

;! 

9 

Would you tell the Court what opportunities you 


10 

were referring to in that statement? 


11 

A Well, Kells Rich, Greene has always been given 


12 

accounts that had particularly large problems. We have 


13 

never, for example, been given an account that did not have a 

1 

! 

14 

i 

very large problem. And I think what we were saying here 

15 

was that as we saw ahead, a lot of problems that we felt 


16 

that we would make a major attempt to turn those problems 


17 

into opportunities, as we always had in the past. 


18 

i 

0 In that respect, Mrs. Lawrence, was it your view 


19 

at the time that the more difficult it was for your client 

! 

! 

20 

» 1 

to maintain its competitive position in the market durinq 


21 

economically adverse t’mes the more the client would come to 


22 

you for the expertise in keeping that market through adver¬ 


23 

tising? 


24 

A That is what — that was what we hoped, and I 


25 

guess that is what I believed at the time, Mr. fiemser. 

1 



■J 
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Q Now, would you look at the 1971 annual report ana 
your letter to the stockholders dated January 25, 1972? Bet\ 
I ask you a question on this exhibit, I would just like to qo 
back to the 1973 annual report. 

That letter would have been prepared by you, 
would it not, in about January 1974? 

A About December. 

Q December? 

I 

A Yes. 

MR. SISK: If your Honor please, there is a littij 
confusion. Can we get it clear? 

THE COURT: He is talking about Exhibit 6, which ! 

, I 

is, I gather, the 1973 annual report. 

i 

A Yes. 

THE COURT: And the answer to the question of Mrs, 
Lawrence was she prepared the letter in December 1973. 

Q I ask you to look ew^the next to the last page ot 
the Plaintiff’s Exhibit 6, 1973 annual report, and you will 
note there the auditor's report dated January 7, 1974. 

Does that change your answer that your letter was 
dated in January 1974, in the 1973 report? 

THE COURT: You didn't ask her that question. Yoi 
asked her when she prepared the letter. She said she pre¬ 
pared it in '73. You didn't say what time the letter was 
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2 

published 

and sent out. 


3 

Q 

Will you look at 1971 annual report, please. 

I 

4 

in Plaintiff's Exhibit 4, and your letter to the stockholder 

1 s 

5 

The year 1971 was one of economic problems, was it not? 


6 

A 

Yes, sir. 


7 

Q 

You make a statement in that letter which is date 

i 

8 

January 25 

, 1972. 


9 


"We believe that WRG's favorable experience durir.ji 

10 

the recent 

,_ J _ 

A 

11 

i , 

tising agencies like Wells, Rich, Greene are at least rgcessWi 

1 1 

12 

resistant 

and to a great degree recession proof." 

13 


Will you explain t"> the Court what you mean by 

1 

14 

that? 

1 

1 

j 

15 

A 

What I meant by that was that at that time, in 

16 

that year, 

the economy was difficult, but it was of course 

i 

17 

completely 

| 

different than it was today, and what I meant waal 

18 

1 

that a very sophisticated client who was interested in tryir*. 

19 

! 

to acquire 

! 

a greater share of the market would take advantaoL 

20 

of a bad time to increase spending rates than to decrease 

i 

21 

. 

spending. 

1 

22 


THE COURT: Can you hear her, Mr. Sisk? 

23 


• • • 

MR. SISK: It would help if she would speak up. 

24 


THE COURT: I can just bearly hear. 

1 


25 

■ 

A 

I 'm sorry . 




t 
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What I meant by that was that if you had a 
sophisticated client, like for example, Proctor and Gamble, 
in a simple economic slowdown Proctor and Gamble would 
take advantage of a simple economic slowdown to attempt to 
get more attention to their product and would spend more 
money rather than less, because they have many products 
that are very inexpensive, for example. 

And during an econor^c slowdown products of that 
type would be attractive to people. 

We have a number of clients who during that pericji' 
saw the slowdown as an opportunity but also saw it, as 
for example as TWA saw it, where they had no choice, they hi 
to continue to advertise no matter **aS&r*. 

But that was a very — that was because the econoj 
mic conditions were very simple in that time. That's what j 
I meant by that paragraph. 

i 

Q But as you have testified before, Mrs. Lawrenc®, 1 

t 

at the end of the year 1973, when you prepared the letter 
that we referred to before, you had great confidence in the 

| 

continued growth of the company, didn't you? 

A Yes, I have confidence in the continued growth 
of the company. 

Q Turning to the exchange offer, when did the matt. 
of acquiring stock by the corporation from the public stock- 
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i 

2 

holders first come up or come to your attention? 


3 

A The first time that we considered it as a pros¬ 


4 

pect for a — as a solution to a problem for Wells, Rich, 

i 

i 

5 

Greene was in Augustaf 1974 . 


6 

The first time that going private as a concept 

i 

7 

came to my attention really was when McCaffrey , McCall went 


8 

private. That is the first time that it ever occurred to 

i 

1 1 

9 

me that an agency could possibly go private. 

i 

10 

And we discussed it at that time. We read the 


11 

prospectus. But we did not apply the thought to ourselves. 


12 

THE COURT: When was that in terms of time? 

i 

13 

j 

THE WITNESS: That was — your Honor, I'm not 

i 

j 

14 

sure. That was lastjwinter sometime. 

i 

i 

15 

But we first analyzed the prospect of going 


16 

private along with about five other prospective solutions 


17 

to problems which Wells, Rich had in August, this past 


18 

August. 

i 

i 

19 

Q You used the word "we". Who comprised the "we"? 

i 

1 

20 

A The management of Wells, Rich, Greene, which con¬ 

i 

21 

sists of Mr. Colnar, who is in charge of financial planning; 

O' Re'itty 

I 

i 

22 

Mr. Jacobs, who is our treasurer, Mr. 0»il»y, who is in char 

4* 

23 

of acquisitions and the processibility of accounts, and 


24 

Mr. Moss, who is the president of the company, and myself. 


25 

Q Who brought to your attention another agency j 

1 

1 

1 
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2 

another company, and he said, "Well, if you can't get — can 

r 

3 

borrow all the money, perhaps you can make a very attractive 


4 

offer by doing a combination of cash an<>. debentures and 


5 

offering a high rate of interest. 


6 

And we then investigated that possibility. 


7 

•Q Did any of the other officers you mentioned dis¬ 


8 

cuss any other method of acquiring all the stock owned by 


9 

the public? Did you ever discuss a merger? 


10 

A Previous to even contemplating the prospect of 


11 

going private before it had even occurred to us to even thint 


12 

about going private, we had been in negotiations with another 


13 

agency with the hope, with the passionate hope of being able 


14 

to acquire the assets of that company, and we spent some 


15 

time on that and were forced to stop negotiations because 


16 

we were forced to reveal the nature of the negotiations. 


17 

according to the SEC rulings. 


18 

19 

We had to disclose that we were talking. 

J 

20 

it is, with competitive accounts, you under^ . _.J, you could 


21 

see that that would pose an enormous problem. 

| 

22 

So the minute it was disclosed that we were talk- 


23 

ing we had to cut it off completely. 


24 

And, yes, we looked into many, many solutions of 


25 

the problems which Wells, Rich, Greene had before we came 
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to the solution of going private. 

Q When did White, Weld and Company come on the 
scene in connection with the exchange offer? 

A Well, when we had talked out very thoroughly 
the idea of going private, which was for us emotiorally a 
little upsetting because we liked being a public company, 

I 

it took us a little while to kind of get over that hump and ! 
then we finally — we ran out all the different figures that ,. t 
could run out to see whatwe could afford and wt called a 
board meeting in order tobe able to discuss the idea in 
depth with our board before going any further, and before 

talking to the board I wanted to have the best possible 

i 

t 

opinion that I could get, an outside opinion that I knew 

* * 
would be absolutely objective, as to what would be the 

fairest price that we could make. 

And the board meeting was scheduled — let’s see. 

I think it was for a Wednesday following Labor Dav, and T 

called Paul Hallingby — he is the head of White, Weld and 

Company — and 1 asked him if he would mind coming to the 

i 

office. He wasn't able to come that day but he did come th«J 

day following Labor Day, the day before our board meetino, 

and I discussed the idea with him then and asked him about 

* | 
the price, and I suggested that we would — we felt that we 1 

could support a price of $3 cash and $8 in debentures and 
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reference to the paragraph of the affidavit^which Mr. Nemser 


2 


3 

refers? 


4 

THE COURT: Of course. I think what he is refer¬ 

1 

5 

ring to, as I recall reading Mrs. Lawrence's affidavit, is 


6 

that she had indicated that they would consider the pros¬ 


7 

pects of a merger and that the fact that they had to publici; 


8 

identify it was one of the reasons that they felt that go! no 


9 

private was the best way to proceed at the present time. 


10 

That's the tone of the affidavit. 

1 

11 

I don't know where that is. 

I 

1 

i 

12 

MR. SISK: That's correct, your Honor. But I thi<«i 

i 

13 

Mr. Nemser has gone on to a new point and I'm not sure that 

! 

14 

it is in Mrs. Lawrence's affidavit. 

1 

i 

15 

MR. S. NEMSER: Well, let me indicate — 

| 

16 

THE COURT: I'm sorry. I've lost both of you. 


17 

I thought you were following up that question. 

| 

18 

MR. S. NEMSER: Well, I am, your Honor, in the 


19 

sense that I am taking that particular business reason and 

| 

| 

20 

I am adding to it all the other particular business reasons 

I 

21 

1 

which Mrs. Lawrence set forth in her affidavit and also -- 

I 

22 

THE COURT: Let's get the question. 

j 

23 

Q Let's approach it this way, Mrs. Lawrence. The 

i 

24 

Board wants to go private, doesn't it? 


25 

A The board believes that the only way to solve th« 

• 1 

1 
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problems that Wells, Rich, Greene has^to no private. 

Q Now, all the reasons that you set forth in the 
prospectus why the company should go private, they don't 
become operative at all unless you have all the stock, 
isn't that right? 

A That's correct. 

Q So that unless the company accomplishes its objec* 
tive of acquiring all the stock, all these reasons don't 
come into being, isn't that right? 

THE COURT: I don't understand that question. 
Maybe Mrs. Lawrence does, but I don't. 

A Well, one of — I mean there are a number of 
reasons for being private, your Honor, and most of those 
reasons, it is true, would not come into being unless the 
company was private. 

But there are a few that would not. 


For example, we would have greater lattitude in 

Salaries « 


terms of 


Q If you were still a public corporation? 

A If we had very few shareholders. 

Q What do you call "a few"? 

A Well, I mean, it is so long as you have some 

sort of market, white. Weld has offered to guarantee to 
provide a market for the shares that are left from this 
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offering, and so assuming that there were two, 300,000 
shares still left after this offering, they would be over- 
the-counter. There would be a market for them. 

Q And you feel at that point that you could then 
increase WImm to any extent that you deemed appro¬ 
priate without worrying about the public stockholders and 
their earnings, is that right? 

A No. I think it would be easier to satisfy a 
few stockholders with earnings than I do a great many stock¬ 
holders. And, believe me, that isn't easy either. 

Q Let's turn tolhe matter of confidentiality, if 
you have about 300 stockholders in the public, are you 
going to send them an annual report? 

A I would do what was legally correct. 

Q Supposing you had that number of stockholders 
still remaining outstanding that required you to comply with 
public disclosure to these stockholders, would you have 
accomplished your benefit, or what you consider to be the 
benefit of going private with respect to confidentiality? 

MR. SISK: Objection, your Honor. There is no 

basis for this assumption. j 

I 

MR.S. N^MSER: Your Honor, I think there certain*} 
is, because one of the main premises that has been set j 

forth as the reason is that they would get the benefit if 
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they went private of not having to disclose their clients, 

not having to disclose any acquisitions, and also it would 

be beneficial for the i for-even confidentiality to their own 
personnel. 

THE COURT: Would you read thequestion back, 

please. 

(Question read.) 

THE COURT: The objection is overruled. 

A Until we acquire all of the debentures, which we 
would make a great effort to do, we would naturally do 
whatever was legally required of us in terms of giving out 
information. 

Q How many years do you contemplate it would take 
you to acquire the debentures? 

A I don't speculate, Mr. Nemser. I cannot possibly \ 
speculate. I don't know how much business I would have in 
two or three or four years. I don't know what my earnings j 
would be. That would be a speculation. ! 

i 

Q Well, do you figure it would be at least three 

i 

years? 

A I don't know, Mr. Nemser. 

Q Well, you have a ten percent sinking fund, don't 


At the moment it appears that at the rate that 
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have guaranteed that we will buy in debentures, it would 
appear that they would come in within seven years. 

Q So that you anticipate that if all 

these debentures were issued under this offer, $11,000,000 
principal amount, that you would in essence * till be public 
for seven years, isn't that correct? 

A I don't know that, Mr. Nemser. 


A I would hope it would be a shorter time? 

Q Li ke five years? 

A I don't know, Mr. Nemser. 

Q Like four years? 

A I don.'t know, Mr. Nemser. 

Q You don't know. 

MR. NEMSER: Mr. Sisk, may I ask that you furnish 
the witness with a copy of her affidavit? 

MR. SISK: Yes. (Handing) 

Q Mrs. Lawrence, would you turn to paragraph 18 of 
your affidavit? 

A Yes, sir. 


quote: 


You state there in the first sentence, and I 


"The principal advantage to options no longer 


related to a public market but geared to book value is that 
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they would truly reflect the increased worth of the company 
as earnings increased its net assets." 

Do I take that to mean that you consider book 

I 

value to more truly reflect the worth of this company than 
a public market? Is that correct? 

A Well, the book value does not have the public 
multiple, whichks a gambling aspect of it. 

i 

THE COURT: I didn't hear that. 

THE WITNESS: The book value does not have the mu I 
tiple thatone gets in the public market, which has a gamblir. , 
aspect to it. 

I 

Q So you consider, as you say, that that would morei 
truly reflect the worth of tho company, is that right? 

A Yes, in other words, if the company makes — 

i 

let's say the company does not have an outstanding year but i 
it makes just a little bit of money, the book value still 
increases, whereas the multiple would probably decrease 

i 

because you were showing a decrease in earnings. 

Q Are you offering the public stockholders book 
value here? You are not, are you? 

! 

A No, sir. 

Q But you want to give options to employees geared \ 

i 

to book, don't you? 

A Ys»s, sir. I do indeed. I must. 
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Q You had at one time in this company a stock pur¬ 
chase incentive plan, isn't that right? 

A Yes. We no longer have it. 

C All the shares went out that were allowed under 
that plan, is that right? 

A Yes, sir. 

Q Like about 83,COO shares? 

A Yes. 

Q Will you tell the Court generally what the terms 

of this particular plan were? I mean it was geared to the 
greater of 40 percent of market or consolidated book value, 
wasn't that the gist of it? 

MR. SISK: Objection, your Honor. The plan is 
in evidence. It is one of the documents that Mr. Nemser 
has marked. I don't think it is appropriate to pursue 
this. 

MR. NEMSER: Your Honor, I ask this for this 
reason. That in Mrs. Lawrence's affidavit — 

THE COURT: Where? 

MR. S. NEMSER: — at paragraph 26 in her affi- J 
davit she in substance, using her words, considers that 
the statement that I made in my moving affidavit was ridicu- j 

I 

lous. 

I 

I just would like to explore exactly how ridicu- | 

I 

lous it is. 
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2 

Q Let's go to it this way. You say that you could 

1 

3 

not give options geared to book if you had a public company, 


4 

is that right? 


5 

A I don't believe I can give different kinds of 

1 

1 

6 

. options to different kinds of stockholders, you know, i mea 

n 


I can't give — I can't pay one group of stockholders one pr 

.c 

8 

and another group of stockholders another price. 

1 

9 

Q We are talking about your employees in your 

1 

10 

offices. That's who you want to give these options to at 

1 

11 

book, isn't it? 


12 

A Yes, sir. 


13 

Q Will you tell the Court why you couldn't do 


14 

that if you are a public corporation? 


15 

A Well, it is my understanding that is against the 


16 

law? 


17 

Q Oh, it would be? 


18 

A I mean I don’t believe you can pay two different 

| 


19 

prices to two different stockholders. 


20 

Q - m not following you, Mrs. Lawrence. You had a ! 


21 

stock incentive plan, did you not, where there was a possi¬ 


22 

bility of giving options geared to consolidated book value. 


23 

isn't that correct? Your stock purchase incentive plan had 


24 

that, didn't it? 


25 

• 

MR. SISK: The same objection. Mrs. Lawrence is 

1 

t 

l 


1 
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not a lawyer. 

THE COURT: I am not sure I understand, but 
I think that — I gather that what Mr. Nemser is attemptinc 
to do is he is analyzing paragraph 26 and utilizing a stock 
option plan that I assume Mrs. Lawrence had offered to her 
employees at a time when the company was public, and there¬ 
fore he is attempting to attack the substance of this para¬ 
graph. 

If I am correct in that, then your objection is 

overruled. 

A My understanding is that plan is no longer legal 
& Who told you that? 

THE COURT: It doesn't matter who told her that, j 
That's according to her best understanding. And if it is 
not so, then you can state that. Now, let's move on. 

Q If you had the debentures outstanding in this 
cor.pany, and these are subordinated debentures, as I under¬ 
stand that they would be if issued, you indicate that you 

. wldV 10 J 

want to be able to increase e ai e mmmmm substantially and you 

won't have t.o worry about public stockholders. Is it your 
testimony that you won't worry about these public debentures 
holders who were formerly your stockholders? 

A Mr. Nemser, there is nothing in my past history 
that would suggest that I have ever done anything unethical J 

I 

I 

f 

I 
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or that I would not support any bond that I have put out. 

Q Well, now, if you had stockholders remaining 
in this company, public stockholders, let's assume that 

i 

this offer doesn't get you a hundred percent, what would j 
you do about these stock options you want Co give? You 

couldn t give them, right, based on book? That's your 
testimony? 

j 

^ ^^ the offer is not totally successful, we will 

provide a market for the stock that is still remaining and 
we will determine then precisely how to go about acquiring 
what we finally want to acquire, which is private status. j 
We have not made that decision yet. 

THECDURT: Aren't we really on this level wasting 
time? If your assumption is that the offering is — your 

assumption has to be that the offer is going to be success¬ 
ful. That's why I'm here. 

MR. NEMSER: That's right. ! 

THE COURT: So, let's operate on the basis that 
the offer is going to be successful, because otherwise it 
seems to me you have no point in being here. 

MR. NEMSER: Your Honor, this is what we have to 1 
look at in the context of the legal aspect. This is JsnE*^ I 
in actual terms, as a squeeze out. It they get a high enouglj 
percentage on this first round, then they gc and finish them j 
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off on the second round. 

THE COURT: All right. But the point is that 
your theory, I would assume, has to be that they are going * 
be successful. So why would getting involved in questions 
as if they are not going to be successfu]/? 

MR.IEMSER: I would say this, your Honor. That ' 
I believe we have just got one key answer in this respect, 

i 

your Honor. I think Mrs. Lawrence now says that then they 
would go and finish — go private in the next step, fully 
private. And in that respect, your Honor, I that the 
entire value of this prospectus is false because they go on 
the premise that this is so-called voluntary and you are 
going to have a market here and you are going to have — 

THE COURT: All right, Mr. Nemser. I get the 

point. 

Save that for later. Let's proceed. 

THE WITNESS: Your Honor, that is net what I 
did scy, though. v 

l 

| 

MR. SISK: That is, what I was rising to object. 

I don't think Mr. Nemser correctly characterized Mrs. Lawrenc-f 

i 

testimony. 

MR. S. NEMSER: Your honor, I think her testimony 
will speak for itself. I won't comment on it. 

MR. S. NEMSER: I have no further questions of 
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2 

this witness. 




3 

THE COURT: Mr. Sisk. 




4 

MR. SISK: May I have just a moment, your Honor? 




5 

(Pause.) 

i 



6 

MR. SISK: No questions. 


fc. 


7 

THE COURT: Thank you. 




8 

You may step down. 




9 

(Witness excused.) 




10 

THE COURT: Call your next witness. 




11 

MR. NEMSSR: Mr. William Brian Little, please. 

1 



12 

l 

Your Honor, may I venture this fact: That 



13 

plaintiffs have subpoened certain documents from White, Weld ' 



14 

and counsel lor White, Weld declined to shov; me those docu- 

I 




15 

1 

ments until the witness took the stand. So I wonder, your 




16 

Honor, if I can have just a few minutes to look at these 




17 

documents. 




18 

THE COURT: All right. 




19 

Swear the witness in. j 



XX 

20 

WILLIAM BRIAN LITTLE, called as a i 




21 

. witness by the plaintiff, having been first duly sworn 




22 

by the Clerk of the Court, testified as follows: 




23 

MR. WALTON: May it please the Court, we are 




24 

counsel to White, Weld and Company. Mr. Little has been 




25 

subpoenaed and he appears here by subpoena. There was also ! 

1 

t 





! 
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subpoena duces tecum. Mr. Little has the documents which 
were subpoenaed. Including a document that is of a confi¬ 
dential nature. If I may approach the bench, I would like 
to discuss it with your Honor. 

THE COURT: All right. You may. 

(At the bench.) 

MR.WALTON: Your Honor, there is a document 
showing a number of shares that were tendered as of a recent 
date. We don't have the one showing today's date. That 
of course, is highly confidential and would be of great 
interest to the financial reporters. 

Somehow it should be marked, it seems to me, so 
that it doesn't become a matter of public record. 

THE COURT: All right. I think so. 

For the purpose of this hearing we can have this 

marked and sealed. • 

* 

j MR * WALTON: it doesn't seem to me that it is 
rfe!«v/*Wi , 

either to the plaintiff's case. 

THE COURT: That's another question. We will 

I 

deal with that. Insofar as it is admitted into the record, I 
we will have it marked and sealed. J 

MR. NEMSER: Do you want to mark that as a Court 

Exhibit 1? 

I 

THE COURT: Mark as Court Exhibit 1 for ioentifi j 

i 

cation. i 
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(Court Exhibit 1 was marked for identification 
(Discussion off the record. 

THE COURT: We are going to adjourn for lunch 
and return at 1:30. 

(Luncheon recess.) 


* i 

v . 
*. 
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AFTERNOON SESSION 


1:30 p .m. 


WILLIAM BRIAN LITTLE, resumed. 


THE COURT: All right, Mr. Nemser, let's pro¬ 


ceed . 


DIRECT EXAMINATION 


BY MR. NEMSER: 


Mr. Little, your first vice president of White, 


Weld, js that correct? 


A Correct. 


Now, has Wells, Rich, Greene been ar. 


investing banking client of your firm since the spring 


of 1968? 


Yes. 


A We refer to it as an investment banking client 


Q And your firm acted as the underwriter with re¬ 


spect to the 1968 and 1971 public offering%^ 

A We acted as the managing underwriter of those 
two offerings, that is correct. 

Q Did your firm in 1963 recommend to Wells, Rich 
Greene to go public? 

A We had discussions with the company after I be 
lieve it had made the preliminary decision to go public. 
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We had discussions with them in order to ascertain some of 
their details of their business and nil, and after that we di 
recommend that they go public. 

Q Now, with respect to the offering price under the 
1963 public offering, what factors, if any, did your firm 
apply in determining the offering price? 

A We analyzed the company’s record to date, which 
was relatively short for a company going public. They've 
been in business since l'Jftfc. we looked at the record they 
had accomplished up until the time of the offering, and the 
recv.. d was not only that of their financial record but the 
record in terms of attracting and signing up new advertising 
clients for the company. 

We also looked at the future prospects for the 
company and determined in our mind what the outlook for futm 
billings and earnings growth were. 

Then we looked at a representative group of public 
advertising agencies at that time and assessed the record 
of Wel]j, Rich, Gree., ' th in terms of past and future againsi 
that of the public arfti w y already. 
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Q And what was your conclusion, it was your firm's 

1 

1 

1 

3 

t 

conclusion at that time, that the offering price should be 


4 

$17-1/2 per share, is that correct? 

1 

I 

5 

A That is correct. 

1 

6 

Q Let us turn to the 1971 public offering. By that 

1 

7 

time the common stock had been listed on the American Stock 


8 

Exchange, isn't that correct? 


9 

A That is correct. 


10 

Q At the time of the 1971 offering itwas contemplatt 


11 

that the company would then transfer its listing to the 

1 

i 

12 

New York Stock Exchange? 

1 

i 

1 

13 

* 

A The company's stated intention on the prospectus 


14 

was that if it met adequate distribution it would’ apply 


15 

for listing on the New York Stock Exchange. 

j 

16 

Q Will you tell the Court what 'tote factors were 

1 

17 

applied by your firm at that time in determining the 


18 

offering price of 21-3/4? 


19 

A Well, once a market price has been established 

1 

20 

for a company, and it has a subsequent offering, the price 


21 

is typically determined based on the last sale prior to the 


22 

23 

stock being offered, the stock that is being offered under 

Or^rturMyyq . 

1 

24 

-- ■ i 

i 

I don't recollect whether or not it was offered | 

1 

25 

1 

exactly on the last sale. It might have been somewhat j 

| 
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below, or it might have been somewhat above, but it was very 
much in line with the market prevailing at the time. 

Q Did your firm recommend in 1971 that additional 
stock be sold to the public by its officers and directors? 


A 


I believe the officers and directors probably 
evidenced an interest in selling more stock and working 
with us. As their banker we concluded at that 

time it was an appropriate time to have an offering. 

Q Am I correct that you and Paul Hallingby, Jr. 
of your firm were the two officers in charge of the work 
being done by White, Weld? 

A You are. 

Q When is the first time either you or Mr. 

Hallingby was contacted in relation to the nutter of 
Well, Rich, Green proposing to become a private corpora¬ 
tion? 

I 

A As Mrs. Lawrence indicated before, she spoke with | 
Mr. Hallingby about having a meeting. As she recollects 
it on Labor Day. I don't know, because the conversa¬ 

tions were between the two of them. 

In any event the meeting took place on September 

3, 1974. 

THE COURT: Mr. Nemser, this is a case where we 
the 11th hour. If I might say, I don't think you 
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ought to be directing your proof to show how this going 
private is going to defraud the public, but, if it jan be 
shown, that it is a plan or device in violation of 10(b)(5). 

I don't know. I don't think White, Weld or Mr. Little 
are defendants in the matter, and I don't understand. You 
haven’t got much time. 

MR.NEMSER: Your Honor, I am coming to this right 

now. 

Q On September 4, 1974, did your firm submit an 
opinion letter to Mrs. Lawrence as chairman of Wells, Rich, 
Green? 

A That is correct. 

Q I show you a document dated September 4, 1974, frc 
Paul Hallingby, Jr. to Mary Wells Lawrence, Wells, Rich, 
Green, Inc. 

Is this a photocopy of the letter? 

THE COURT: I s that attached to the affidavit? 

MR.NEMSER: Yes. 

A That's the letter. 

MR. NEMSER: I offer this in evidence as 
Plaintiff's Exhibit 25. 

MR. SISK: No objection. 

(Plaintiff's Exhibit 25 was received in 
evidence.) 
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Q Will you look at the third paragraph of that 
letter with respect to the purchase and sinking funds of the 
proposed debenture, and will you look at the last sentence ol 
that paragraph. Is that provision part of the indenture that 
was proposed with respect to the issuance of these deben¬ 
tures? 


A 

Q 

A 

Q 

pectus? 

A 

Q 

A 


MR.WALTON: 


The document is in 


ev^lefcoe.' 


and it 


speaks for itself. The provision which is actually a more 


SOUTHERN OIST.mCT court reporters, u.s. courthouse 
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I believe so. 

I didn't hear your answer. 

I said I believe so, yes. 

Did you and your firm read through this pros- 

We had a hand in preparing the prospectus. 

In preparing it? 

That is correct. 

Q Will you tell the Court where in this prospectus 
it is stated with respect to the terms of the debenture 
that the company would have the right to double the pur¬ 
chase fund and sinking fund in any given year and such 
right would be cumulative? 

A May I have a copy of the prospectus? 

0 Certainly. 

A I don't find it right now. 


il 


Voa 

. ? 90 
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generous provision is noted on pages 4 and 5, sinking fund 
redemption. 

Q Will you turn to page 22 of the prospectus under 
the heading Sinking Fund. In the second paragraph it refei 

to the sinking fund and the right to go out in the market. 

Is there any provision there provided or disclosed to the 
stockholders that there can be a right to double the purchase 
and sinking fund in any year? 

^ It is not stated in that section. 

Q And that is the sinking fund section in this 
prospectus, isn't it, in the description? 

MR. SISK: Objection, your Honor. 

MR. NEMSER: That speaks for itself. 

MR. SISK: It does, and Mr. Nemser has had his 
attention and the Court's attention has been called to the 
heading on pages 4 and 5, Sinking Fund and Redemption. 

THE COURT: I agree. I think it would be 
sufficient to call my attention to various parts you think 
are material. The document is in evidence. There is no 
question that your questions are fair, because if you allege 
as admissions that you refer to are somewhere else in the 
document then I think that is going to give the defendants 
an opportunity to bring that to my attention as well. 

MR. NEMSER: Your Honor, the point on that is -- 
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THE COURT: I don't need that now. I think 

I have the point. The point seems to be plain enough. 

Q This letter of September 4, 1974, is there any 
statement in the prospectus that White, Weld had furnished 
a letter of opinion to the company? 

A No, there is not! - 

i 

Q Did you not think as the investment banking firm 1 
Wells, Rich, Greene that that should have been disclosed as i 
important information to the stockholders? 

A We might have given it passing thought but the 
conclusion was Ji St^ was no need for any reference. 

Q Your firm first, as you mentioned, became aware 
of this situation on September 3rd. What did you io between 

September 3rd and September 4th in preparing this opinion 
letter? 


A Mr. Ilallingby returned from his meeting with 
Mrs. Lawrence and her legal advisors, discussed it with me, 
discussed it with several other officers within White, 

Weld, to determine what the thoughts of various people 
m the various different functions at White, Weld about 
a transaction like this. 


And also very importantly to determine what the « 
of the package of cash and securities should be to offer to 
the shareholders. We went through some analysis of 


v/alwe 
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debentures and terms which should be included in debentures. 
On Wednesday morning, September -1th, we had a formal commit¬ 
ment asm at White Wei a _ _ 


ment —, ***4»4^ at White, Weld at which time we discussed 
this with several senior officers of the firm. This is 

a procedure we always go through entering into any trans¬ 
action. 

The committee functioned in its normal fashion, 
offered some suggestion about how the deal should be 
structured, and approved it. 

After that time, Mr. Hallingby and I together 

drafted this letter and delivered it to the company's board 
meeting. 

THE COURT: Mr. Nemser, I mn distressed to keep 
interrutping your examination, but quite frankly I don’t see 
what Mr. Little or White, Weld has done that is pertinent 
here other than the value that they recommended, as 
compared with whatever recommendations you brought out 
in terms of the value they suggested be put on the offering 
in 1971 and 1968. I think vhat has some bearing possibly 
on this case, but I really can't see how long i-t took 

to get the opinion letter up has any bearing on this case 
at all. 

MR.NEMSER: Your Honor, there are the following 

things on that. First of all. Judge Weinfeld has held 
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and granted a preliminary injunction where the full opinion 

4 

letter wasn't even appended to the document by which the 
stockholders — 

THE COURT: I am not directing myself to that. 

The fact there was an opinion letter, you brought that out. 
But what difference does it make — at least it seems 
to me that Mr. Little didn't spend two months in getting 
this out rather than a couple of days, I don't see how that 
has any bearing on this case at all, the time he spent to 
get the opinion letter out. It is totally irrelevant to the 
issues here. 

Q Will you turn to page 7 of your affidavit? Will 
you turn to the last paragraph? 

MR. WALTON: Paragraph 7? 

* f 

<•, .. MR» NEMSER: Paragraph 7. 

Q You indicate there that rather than using 

Mr. Belfer's method of intrinsic value you considered a 
more appropriate method was to test the value as to the 
price paid by the company for another company's shares and 
the premium over market price that such price reflects. 

Now, is that the principal criteria which 
White, Weld used in determining whether or not this offer 
was fair? 

A No. 
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What did you use? 

Do you want to hear all the criteria? 

What was your principal criteria? 

I'd say the principal criteria was that the offer 
the book value by a premium and it exceeded the 
book value by a significant premium. 

You are saying that the offer exceeded the book 

That is correct. The face amount. 

In what? 

Excuse me, the face amount of the offer, that 

is correct. 

Q The face amount? 

A Yes, sir. 

Q You advised the corporation that this debenture 

would sell at a discount of 25 per cent, didn't you? 

A That is correct. 

Q So what is the meaning of using face value? 

A Because if the recipient of the debenture holds 

it for its life he will receive an amount equivalent to the 
principal amount. 

Q Is that one of the principal features t you 
used in determining the fairness of this deal? is that 
your testimony? 

southern district court reporters u.s. courthouse 
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Yes, sir. 


Q Isn't it a fact the very intention of this 
debenture was to permit the company to go out in the open 
market and buy this oebent-ure up at a aiscount, a substant, 
discount, and apply that towards the sinking fund up to 

a minimum of a million dollars in actual cash layout? ; 

Isn't that right? 

A I am sorry, would you repeat your question? 

I didn't hear the word - was it the company'svhat? 
the COURT: Read it back. 

(Question read.) 

A That was not the intention. 


i0UTB "7.r. 
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Q Not the intention, you say. 

That was not your firm's intention or the 
corporation's intention? 

A Clearly if the debentures sell at a discount from 
the par, thatwould be the route the company would take to 
satisfy its sinking fund requirement, but it wa^J^signed 

by us or by the company to have it sell at a discount. 

As you asked me. 

Q I show you a copy of a letter dated September 25, 

19 — 

THL COURT: Does that have a number 7 

I 

MR. NEMSER: No, there will be a new one, your 

Honor. 

i 

MR. WALTON: Your Honor, I haven't objected becauJ 
it is my witness. Isn't it appropriate for Mr. Nemser to 
show counsel the dccunent? 

THE COURT: No, that isn't appropriate. Mark 
it for identification. 

MR. WALTON: I have no way of knowing what you ar 
showing him, Mr. Nemser. i 

I 

THE COURT: What are you going to ask Mr. 

Little about? 

I 

MR. NEMSER: I am going to ask him whether or not j 
White, Weld geared the debenture provision so that it 

i 

- 
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would sell at a discount and that they would have a right 
to go on the market and pick up a substantial amount. 

(Plaintiff's Exhibit 26 was marked for 
identification.) 

THE COURT: Are you asking him to identify that 

letter? 

MR. NEMSER: i would like to have him do that. 

THE COURT: I will let him identify the let¬ 

ter . 

Q I show you Exhibit 26. is that a copy of a letter 
that you sent to Hr. Jacobs of - Frederick t. Jacobs of 
WelV, Rich, Greene? 

A Yes, it is. 

Q Did you give Mr. Jacobs in the opinion of your 
firm therewas a reasonable assumption the debentures would 

sell at approximately 75 per cent of their principal amount 
following the exchange offer? 

MR. WALTON: I object on the ground it has been 

asked and answered. 

THE COURT: I don't believe that you have a 

right to make an objection in this case. 

Secondly, when you are objecting, you shouHrise. 

0 Isn't that what you. told Mr. Jacobs in the let¬ 
ter? 

* I 
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A Would you repeat the question,please. 

(Read.) 

A That is what the letter says. 

Q That is what you said, isn't it? 

A That is correct. 

t 

MR.NEMSER: Would you mark for identification 
Plaintiff's Exhibit 27. 

(Plaintiff's Exhibit 27 was marked for 
identification.) 

MR. SISK: May I see the document first? 

MR. NEMSER: Yes. 

MR. WALTON: I suggest, your Honor, that is an 
internal document, not intended for dissemination to the 

general public. It might be more appropriate to mark that 
confidential as well. 

MR. SISK: I agree with that, your Honor. 

MR. WALTON: I don’t believe Hr. Hemser has 
objected to that. 

MR. NEMSER: Vour Honor, I would like to ask a 
few questions on the document. 

the court: Well, I think if it is going to be in 

the document, I suppose what we have to do is to have 
it offered here. 


MR. WALTON 


Your Honor, there are portions that 
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are not sensitive. Unless the questions get into an area 
that is sensitive, possibly it will be all right. 

Tlin COURT: All right, fine. why don't you just 
signal, you signal to Mr. Sisk when you get to something 
sensitive. We will have the rest of the questions out 
of - in camera, either at the side bar or in the robing 


room. 


(Court's Exhibit 2 was marked for identifi¬ 


cation .) 


THE COURT: I think if you are going to ask 
Mr. Little questions about that, you ought to show him a copy 


of it. 


MR.NEMSER: I intend to, your Honor. 

0 Who is Johnathan Stern of your firm? 

h He is a member of our Syndicate Rales department. 
He is a vice president of the firm, I believe. 

Q Did he prepare this document, do you know? 

A He and I and an associate of mine in the corporate 

finance department prepared it. 

MR. NEMSER: Do you consider references to the 

sinking fund as confidential? 

THE COURT: Why don't you ask the question. 

You can ask the question. 

I 

Q It is here stated that'Oh. of the most meaningful ! 


SOUTHERN OISH.ICT COURT REPORTERS. U.S. COURTHOUSE 
FOLEY - .UARE. NEW YORK N Y CO 7-45*0 


I 


lzbr 5 


Little-direct 


and important features of the Debentures is a unique 
Sinking Fund which,starting in the first year,is designed to 
provide for the rapid retirement of the Debentures, Uhereas 
a conventional sinking fund requires annual payments based or 
the principal amount of the bonds, this Sinking F wn d calls 

WRO tO ID DOT* r* o n +* nf ♦- Vi ^ j 1 _ • _ • 


10 per cent of the original principal 


amount of Debentures in_ cash * * ******* each year regard¬ 
less of what price is paid to retire debentures. Refer 

customer to page 5 of the Prospectus. For instance, if the j 
initial principal amount of Debentures outstanding is 
4l0 million, WRG must million each year in retiring 

the Debentures. if the Debentures sell in the open market ! 
at an average price of 75 per cent, WRG would retire Mm- 
$1,330,000 of Debentures per year^ssuming it is able to 
purchase such amount in the open marke^. Again assuming the ! 
Debentures sell at an average price of 75 per cent, they woul j. 
have an average life of 4.7 years, a yield to maturity of 
18.3 per cent and a current yield of 13.3 P r. r cent. Because 
of the expected short average life of the Debentures brought 
about by this Sinking Fund, we believe that if all other aspe.j, 
were equal, WRG 's Debentures would sell at a higher price ! 
than similar quality but longer-term debentures.^ 

Isn't it a fact that under this unique sinking j 
fund, it was designed to terminate the issue of this — the I 
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life of this issue of debentures far faster than its 
10 year full maturity, isn't that right? 

A The purpose of the sinking fund was to give value 
to a debenture primarily by making it shorter in life and 
by making it a rapid retiring sinking fund. 

Q And where they could go out and buy it at the 

discount, they would, and if it was less than par, t 

would still put the million dollars in the year, is that 
right? 

A That's the way it works. 

Q So that in your estimation at that time, you 
didn't consider that these debentures were going to have a fl 
work out to maturity, did you? 

A They certainly will if somebody is not willing to 
sell them. 

THE COURT: Mr. Nemser, I know you are more 

comfortable this close but take your place back where you 
belong. 

What is that document, by the way? 

TIE WITNESS: The document was prepared, as I said, 
by myself and an associate of mine in corporate finance j 

and an individual in our Sales and Syndicate Department. ! 

It is a customary document that goes out with any offering i 
or exchange offering that we handle. It goes out to our sal 
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managers and they then have a summary of the deal 

in order to talk to their salesmen and talk to customers 
about it. 

Q Turning again to paragraph 7 of your affidavit 
in which you use the test of value of one company, the price 
paid by one company for the shares of another, do you consid. 

j 

that that would be the same situation as a corporation going j 
out and seeking to buy all of its own stock? 

A Well, what we tried to set forth here was an 
approach to determining value which we find as investment 
bankers would be much more meaningful to us than the approach 
was which given as quote intrinsic value. This is the j 

type of procedure we enter into in determining prices, eithej 

| 

for one company to buy another company's shares or for a com t i, 

| 

to buy its own shares. 


I 
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Q You or your firm makes no distinction, is that 
correct, between a corporation buying its own .took or a 

competitor going out to buy stock in another company, is 
that your testimony? 

A I don't think in and of itself just that criteria 
“ you state it, we don't, no. 

Q Prior to the September 4, 1974 opinion letter of 
white, weld, had your firm acted during the previous year 
from that date as a dealer-manager or investment bankinc i 
advisor to any corporation other than Wells, Rich, Greene 
in connection with the tender offer by a corporation to 

acquire all of its own shares held by the public’ i 

I 

A During the twelve months preceding — 

Q Yes. 

j 

A Yes. | 

0 At the time that the opinion letter of September j 

4, 1974 was prepared by white. Weld - I mea n for Wells, 

Rich, Greene, did you know that there would be a surplus Hmi 

tation on these new debentures A r the payment of principal 
and interest? 

A NO. that's a point that came to our attention as I 
** WOrk,d on th ® filing of the prospectus before we filed 
the promotes with the SEC, it became apparent to us. j 

Q -0 Md you ever give a follow up opinion letter to 


• • • f /» .• V’ 
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R1Ch ’ GrMn * *«“ y0U out .bout th. surplus 

limitation? 

a w. would give . follow up letter If somethin, 
in our previous letter should be changed, if the terms 
should be changed based upon new evidence and new informa¬ 
tion coming to light, we»uld then give a follow-up letter. 
Q Did you give one here? 

A No, we did not. Except th, letter you see to Mr 
Jacobs regarding the discount with respect to the bonds. 

° This particular surplus limitation, is that 
unique in your experience for a debenture? 

A I think that the law would apply to any company, 
s° I don't thinkvhy it would be unique. This is a test that 
any company is put to that issues debentures. 

0 is it your testimony that if there is impaired 
capital, but the corporation isn't insolvent, that it can't 
pay interest on debentures? 

A I am sorry, would you restate that question, ; 

please. 

j 

NEMSER: Please read the question back. ! 
(Question read.) 

! 

A AS I said, this is a test that is put to any 1 

company issuing debt So t Hnn'*. . 

* eor. so I don't understand the question 

as to whether or not it is unique. 
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Q I don't think you have answered my question, sir. 

A I don't understand it. I'm sorry. 

Q The corporation has impaired — 

I 

the COURT: Directing your attention to the last 
question, in which there was no word unique. All right. 

Q I am not quite clear as to what your answer to 
my question is. 

THE COURT: He hasn't answered your question. 

MR. S. NEMSER: I don't think he has. 

THE WITNESS: I am still not clear what the ques-| 
tion is. I am telling you what we have stated here is in i 

i 

response to stating what this company or any company is bound 

by as to the law. | 

I 

Q Do you mean to say that any debenture in the land 
never pay that a corporation can't pay any interest 
on any debenture in this country where there is impaired 
capital but the company isnot insolvent? 

MR. SISK: Now, if your Honor please, Mr. Little 
is not a lawyer and I believe these questions ao to legal 
conclusions to be drawn from the state laws affecting corner]~ 
tions in each of the 50 states. I think it is an improper | 
question to put to this witness. 

THE COURT: Well, I don't think — i don't think 
xt is improper on that ground, Mr. Sisk. I gather that what' 
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Mr. Nemser is doing, he indicates that this - he is getting 
the question from what Mr. Little has stated in his affi¬ 
davit. I assume that. And he is probing that but it does 
seem to me that the question of what Mr. Little feels about 

it one way or the other, I don't think it is important to 
this hearing. j 

MR. s. NEMSER: Your Honor, in that respect, if j 

I may, the point I'm trying to make is that, number one, j 

there was no disclosure to the stockholders of Wells, Rich, 
Greene — 

the COURT: And you are also trying to make the 
point, I gather, that some of the advice and the bases on 
which Mr. Little has made various assumptions are incorrect. 
But it doesn't appear to me that you need to get it in 
this way. I have his statement. If it is not an appropriat. 
one, you can bring it out in a memorandum. ! 

0 Your firm indicated in the prospectus that if 
all of the common stock were not acquired by wells. Rich 
Greene on this exchange offer, your firm was making an over-, 
the-counter market, is that correct? j 

A Correct. 

Q supposing there is a very, very slim number of ’ 

shares left. will you be able to make an orderly over-the 
counter market in the stock? 
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A We will attempt to. 

Q You would attempt to? 

A We make markets in many issues right now, some 
of them have many shares outstanding, some have very few 
outstanding. 

Q Would you say that there would be a true market 
in that situation over the counter? 1 

A What is a true — 

THE COURT: I don't think that's going to help me 
because I don't understand what Mr. Little means by few and j 
what you mean by many. If you give me some concrete figured 
on what you are talking about when he can make a market 

i 

I 

and when he can t, then I think I will be helped by that. i 
Q Supposing there was only 50,000 shares all told ! 

I 

left outstanding, not all of which could be traded 

» 

• * 

necessarily. 


109 

I 


stock? 

A 

Q 

A 

Q 

A 

Q 


Could you make a reasonably true market in this 

You are saying 50,000 shares left outstanding? 

In the public. 

Yes. We could make a market in shares like that 
Could you make a fair market? 

What do you mean by fair? 

You wouldn't have a liquid market, would you? ! 
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What do you mean by liquid? 

Do you know what the ten* liquid market means? 

I do. 

Will you tell the Court what it means? 

It is not determined by 50,000 shares outstand¬ 
ing. It is determined by how many people want to buy and 
how many people want to sell. 

Q Usually all shares outstanding don't reach the 
market place, isn't that right? 

THE COURT: What was that question? 

Q Usually all shares that are outstanding don't 

reach the market place, isn't that right? 

A Don't reach the market place? 

Q That's right. 

A What does that mean? 

Q A percentage of your oustanding really forms a 
float, isn't that correct? 

A That's correct. 

Q Supposing you have 50,000 shares spread out over 
the country, remnants left— 

A In the float? 

Q All told. You would have a percentage of that 

possible as your float, wouldn't you? 

A Depends, depends how much interest there is in 
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buying or selling that stock. 

Q But you couldn't say right now what the case wool 
be in that event, would you? 

A In which event? 

Q If you had 50,000 shares spread all over the 
country, you couldn't tell whether you would have a liquid 
market and a reasonable flow, would you? 

! 

A I will go back and say what I said before. The i 
liquidity of the market is determined by the number of peoplj 
interested in buying the stock and in selling it. You can 
have a liquid market in 50,000 shares moreso than in a market 

. i 

for a million shares if there are more people interested 
in buying and selling the 50,000 shares. 

I 

Q You don't really know in this situation whether y 
would be able to have it, isn't that right? 

A That's right. 

Q You have no way of knowing. 

A I don't have any way of knowing. 

Q And these stockholders with only 50,000 shares 

left wouldn't begetting any report directly, would they? 

A I don't know that that's the case. The prosDectu 
doesn't say anything about when reporting stops as to the 
number of shares still outstanding. 

Q It doesn't? 
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It doesn't. 


MR. S. NEMSERs Your Honor, I have no further 


questions of this witness. 
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CROSS EXAMINATION 
BY MR. SISK: 

0 Do you have before you Mr. Little, the document 
marted Plaintiffs Exhibit 26, your letter to Mr. Jacobs of 
September 25th? 

A I don't have that one, no. 

MR. SISK: Your Honor, may Mr. Nemser give him 

that. 

xHE COURT: Yes. Do you have a copy of it? 

MR. s. NEMSER: That is the only one we have, you 
Honor. Mr. White, Weld produced it. 

a Mr. Nemser asked you a number of questions about 
the second paragraph. I would like to ask you about the 
third paragraph, where there is a reference in the second 
sentence to one of the factors that entered into your 

thinking, and that was described as the Federal Reserve Boarc 
position with respect to the prime rate. 

Could you tell us what you meant by that? 

A well, that's the principal determinant, or one of 
the principal determinates of where interest rates are in 
general, and the Federal Reserve which tightens up on the 
supply of money is an important determining factor in what 
interest rates are to go to, either up or down. 

0 What is rhe relationship of what the interest 
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2 

rate is to what the debenture is likely to trade for, if 


3 

any. 


* 4 

A The interest rate, meaning interest rates in 


5 

| general? 

I 


6 

i 

Q Yes, sir. 


7 

A If interest rates were to go up all existina 


8 

| debt secu rities would trade ‘at lower prices whereas if 


9 

interest rates decline, existing debt would move up. 


io j 

i 

i 

0 what has act.. ' ly happened the interest rate 


ii 1 

I 

in general since you wrote your letter of the 25th? 


12 | 

A Interest rates in general have come down quite 


13 

dramatically. 


14 

Q If interest rates continue to go down, would the 


15 

debentures be likely to trade at a smaller discount? 


16 

A That's correct. 


17 

Q At a certain point is it possible that the deben¬ 


18 I 

ii 

>1 

tures would actually trade above their face value? 


19 ;! 

II 

A Certainly. 

j 

20 11 

ii 

0 Is that what you meant by "You understand of 


21 1 

1, 

course, that the actual selling price could vary materiallv 


22 jj 

1 

from our estimate if there should be a material and 


23 ! 

unforeseen change in any of these external factors"? 


24 || 

A Yes. 


25 ;| 

j Q 30 ycu hav * before you Plaintiff's Exhibit 25, whi 

cl 

r 

, 

1 I 
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is the letter of Septenber 4th, attached to your affidavit? 

A Yes. 

C In the second paragraph of that letter you state 

k t u *fe»r vj«e -&r * barer 

We b - ieve this package^ Wells, Rich, ^- 

i? .J 1 *** of s ^ ock nar,ce - coi Jitions^ack of 

lys We|lc xTacfc auil 

investor interest^***! stocktof advertising agencies in 

general, current interest rates and other relevant factors." 

Mr.little, is one of the factors, that White, 

weld considered in determining what the, or ir. recommending 

to Wells, Rich what the exchange offer should be how the off^r 

would be received by the shareholders? 

A Certainly. 

Q How has it been received? 

A I would say based upon the evidence to date it 
has been received extremelv well. 

Can you detail for us so much of that evidence as 
is not confidential? 

A Well, the evidence comes to us from a variety of 
sources. One is the level of activity in the stock since thi 
announcement of the offer) the trading volume. The tradina ! 

i 

volume through last Friday was approximately 870,000 shares, 
which is quite significant compared to where it was trading 
before, and quite sicrnificant compared with the existing 
float of the stock. 


. < • r s- r. 


' C ' 


1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 


hpe 


20 I 

I 

21 (I 

22 

23 

24 

25 


504a 

Little - cross 115 

This indicates that a lot of people have been 
willing to sell the stock as it has risen in price, in 
anticipation of this exchange offer. Also it indicates to 
us that the people who have bought the stock at these prices 
are bt-ving rt in anticipation of actually tendering it, 
exchanging it in the offer. 

That, coupled with conversations and knowledge 

we have about other brokerage firms who are engaged in the 

arprtrage activities, how much stock they have, how much 

stock they have actually told us they intend to exchange 

here, are all signals to us this offering is going extremely 
well. 

THE COURT: Mr. Sisk, isn't that really irrele¬ 
vant. if the plaintiff is right, and there are material mis 
representations or there is a plan or device to defraud the 
stockholders which has been kept from them, the fact that 
they are operating without full information, isn't that 


19 [| irrelevant? 


MR. SISK: I think it goes, your Honor, to amona 

0ther rhingS ' the weic * hi ™ of the hardships which I believe 
the court will want to do in evaluating this motion on 
behalf of the plaintiff. 

My position is to hold back this offer is going 
to work a very substantial hardship on literally hundreds of 
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thousands of people — people who have traded hundreds of 
thousands of stock and I believe it also bears^ whether Mr. 
Kaufmann, who holds this 100 shares really represents anyone 1 
other than Mr. Kaufmann. 

MR. S. NEMSER: Your Honor, may I make one comment:' 

THE COURT: No, don't interrupt Mr. Sisk's 
examination. 

MR. SISK: In fact, your Honor, I really only have 
two more questions of the witness and one of them is a ques¬ 
tion I would like to ask him and get an answer in camera. 

TIIE COURT: All right. 

I 

Why don't you ask the question — or both questions, 

in camera? 

MR. SISK: Only one. 

i 

THE COURT: Then ask the other one. 

Q Does White, Weld still think the exchanoe offer is 
a fair one? 


A I would say we think it is ever, fairer now than - 
we first recommended it. 

MR. SISK: Now, your Honor, my last question. 

THE COURT: All right, I think we can do it here 
if Mr. Lirtle will understand it is in camera. 


* * * * 
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(At the side bar in camera.) 

0 could you tell the court how many shares have 

been tendered es of the latest count today? 

A The reason for this beinc civen in secrecy is 
that this is insideinformation which if the market knew 

about it would give then, very real tangible evidence about 
the success of the deal. 

As of lunch time, about 480,000 shares had been 
offered in exchange, had been tendered. 

3 Do you have any indication of how many additional 
shares are likely to be tendered before the end of the day? 

some of that is evident by affidavit, some of it 
is evidenced by conversations we had. I „ ou i d eay another 
550 to 600,000 shares we feel quite confident. 

Q Does that make a total _ 

P 

A A million, million, one.' 
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(In open court.) 

MR. SISK: No further questions. 

REDIRECT EXAMINATION 
BY MR. S. NEMSER: 

Q What has been the current trading price of the 
debenture*on it.ng basis? 


on a 

A 


A I believe last Friday, around $70 or 70 Percent 


basis. 


questions 


much. 


be sealed. 


MR. S NEMSER: Your Honor, I have no further 


THE COURT: All right, Mr. Little, thank you very 
Mr. Reporter, that portion of the testimony will j 


All right, call your next witness. 


FREDERICK 


JACOBS, 


called as a 


witness by the plaintiff, having been first duly 
sworn by the Clerk of the Court, testified as follows:' 


xx 3P DIRECT EXAMINATION 

• 21 BY MR. S. NEMSER: 


Q Mr. Jacobs, are you a director, £<ecutive ^ice 
President — Aiministration, secretary and treasurer of Wells, 
Rich, Greene? 

I 

A Yes. ' 
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0 Willjou tell the Court what your duties are 
briefly as vice president, Executive Vice Resident 
ministration? 

A 1 *” in Ch5rge o£ most of the company's administra 
tive functi ns as opposed to their advertising administra- 
ticn. 

General administration. 

Q Does that include the compensation? 

*chvih*s eS> 1 gU£?SS thct ' s also ir connection with my 

B.aewunL aui li 

Q 


Do you know whether Catherine Gibson is one of thj* 
officers of the company who Vindicated they will not 
tender shares to the company? 

A I believe she Is. 

° ISn,t a fact that by reason of low market 
price-? of stocks of corporations generally, that stock 

options are not presently in favor incentive compensation) 
A Yes. 

Isn't it also a fact that by reason of tax law ( 
changes, and individual income tax changes, stock options ha}, 
also declined in popularity as incentive compensation? 

A 1 C * n,t tell ~ 1 <3on '- *»ow the full effect of thy 
chan^rs of the tax law. j 

Tsn t it a fact that at the present time there ar^ 
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22 


options outstanding for the exercise of an aggregate of 
111.973 shares Sfprices below the approximate book value? 
You can look at Plaintiff's Exhibit 1, page 42. 


read back? 


MR. SISK: Your Honor, may we have that question 


25 | 


THE COURT: Yes. 

(Question read.) 

Q (Continuing) or approximately at book value? 

A Well, I can't tell just by inspection. I see 

a number of shares at prices below what present book value 
is but I don't know what they add up to. 

0 Let's take the book value that's in the prospec¬ 
tus . 

MR. SISK: if your Honor please, the document is 
in evidence and it is a question of arithmetic. Mr. Nemser 
can do the arithmetic and we don't have to take the time of 
the Court and the witne^. 

THE COURT: I agree with that. The answer has 
been some of them are below offered price. It is set out in 

the prospective, book value. There may be a next question 
and if there is, go to that. 

0 Does the prospectus make any mention as to whet 
Will be the effect^n the outstanding stock on*io-s or the 
stock option plan itself in connection with the impact of the 
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exchange offer, say, there is a 100 per cent tender, is 
there anything in there what will happen to these tendered? 

A I can’t seem to find any. I don’t know if there 
is or not unless I take some time to look for it. I seem to 
remember there was something but I can’t seem to put my 
finger on it. 

MR. S. NEMSER: I will state for the record I 
haven't been able to find anything. 

Q What is Wells, Rich, Greene's contemplated pro¬ 
gram with respect to outstanding stock options under the 
stock option plan as a consequence of this exchange offer? 

A As far as I know, we haven't made any specific 
plans in that direction. 

Q Do you know whether there is any reason why a 
plan cannot be promulgated based on a right to purchase 
common stock at the greater of a fixed percentage of fair 
market value or consolidate^book value. 

A To purchase th<* stock? 

0 Right, to purchase. 

A You mean an option? 

Q Option. 

A Well, no, I don't think I do. 

Q Have you, as vice president of administration, 

considered the matter of the grant of stock options based on 
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Jacob* * dyrzot 


■n'UJUM- 


A Have I? 
Q Yes. 

A No. 


122 


Well, let me modify that a little. I think our 
Plan provides that the<ption price be granted at market 
unless book value - I'm talking from memory. Maybe I 
should read the plan. I don't reallv remember that. 


25 





1 lzbr 1 


t5 pm 


Jacobs-direct 


Q Are you familiar with the reasons this torpor- 
ation has giver for seeking to go private? 


A Yes 


II~ve you read this prospectus? 


Yes. 


possibly the method of 


Have you read that it is contemplated that 
c method of n« ^compensation would be the 


u. e o stock options based on book value? 


A Yes. 


that? 


0 Did you participate in the various discussions about 


A Yes, 


16 , 


24 '! 


Q Do you consider that book value to be a truer 
lot lection o U value than current market price? 

A I don't know that I consider it would be a 
truer value. X think from the point of vie,- of an employee, 
it would represent less effect orthere would be less effect 
on his right to exercise options or the value of his 
opticus if what ejected them were the performance of the 
company alone as opposed to the vagaries of the market. 

Let ask you this question as a director and 
r °~ thls corporation: Do you consider yourself a 
fifueJary to the public stockholders of this company? 

A I certai:’'! - do. 


southern DIS! ...CT COURT RE PORTERS. 'J.S. cou 
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Jacobs-direct 


19 ! 


20 J 


| Q Do you consider that since one of your reported 

I reasons here for going private is the matter of giving 
| stockqitions based on book, that these stockholders should 
at least get their stockholders' equity? 

A Could you say that again, please? 

MR. SISK: Could we have a definition, your 

Honor, what Mr. Nemser is referring to by stock owners' 
equity? 

I THE J3URT:I am glad you asked that because I was about to 
ask to have that explained. 

Instead of using the term stockholders' equity 
here, that they would got their book value. 

THE (DURT :Now let us get to the framework of the question 
because I think it's been lost. Read that back. 

(Read.) 

THE COURT: Is that what the question is? 

MR NEMSER: Yes. 

A Well, i don't know that book value as such is 
ji thG measure ment of the value of the stock and if what the 
I Et ™*h 0 ld e rs are entitled to is the value of the stock, 
j T thLl * that is vha 't they should get. I don't know whether 
' C '°‘ ” ure and ^simple is the measurement of value, 


' .iu COURT? I gather the question then is why 
shoe Id the — those v'-.o have options that arc insiders 


/ • 1 ■ 


' r ~ <• 

‘ V ’ •• 


O’tt nt 
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6 

7 


10 


11 


12 

13 


14 


15 !| 

if 

16 j, 

ll 

17 ij 


18 || 


19 


20 j; 


21 


22 ij 


23 


lzbr 3 
in the company get more? 

Till! WITNESS: Well, I think the book value would be 
m-a^urem-nt of performance and the theory being that they 
contribute to an increase in this measurement and therefore 
be entitled to benefit from it. 

0 You consider that for the employees the market 
prices, the vagaries of that is not a good barometer, is 
that correct, with respect to employees? 

Well, I don't know whether it is a good barometer j 
or a bad barometer, but it is a barometer over which their 
efforts have no control, or very little. 

Q Isn't that also true with respect ' o ti. .;t • 

holders to which you k*« a fiduciary duty? 

Till, COURT: That is obvious. The point 

Mr. Jacobs is making, he feels, as I understand his 

te ‘ ,tJ1 °‘ 1 ’ ' hc feeln that the employees would have a surer 
less variable standing - I gather that is what his 
testimony was. 

Wouldn't it then be feasible in line with your 
tostir ony a few questions back that this company could have 
stayed public and there could have been options granted or 
rights granted based on either the greater of a percentage 
Ol market or consolidated book? 


25 


A 


Cc-.;]d you ’*>ipeat that? 


-or-MFP!! SIS , rT CCl ,BT oCPOB-roe 


i' ’• c 
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Jacobs-direct 


3 

4 

5 ij 

•I 

„ I 

7 

8 

9 i 

) 

10 
11 
12 

13 l 

! 

14 

15 


(Read.) 

HR. SI.RK: If your „ onor pl eases _ j have an 

objection. The use of the term options without any defini¬ 
tion may be misleading. There are various kinds of options, 
qualified options, unqualified options and I don't know and 

I on not sure that Mr. Jacobs knowsexactly what Mr. Nemser is 
talking about. 


j TH. COURT: i suppose -- I don't know either 

but I had assumed that what he was talking about, whatever 

“ theirqjtions were, those that were available to employees. 

j And he was limiting his question to availability. As I had 

13 | read it, I think it was Miss bawrenco's affidavits and 

" matters that vou gave me are . .■ 

J e rrr the testimony up to now, 

15 th ° ° ne ° £ the reas ons for going public was in order that 

16 | t! *°“ ° ptions TOUld " better options could be given and 

would motivate the employees and so forth and I think that 

18 

,| is what he in talking about. 


19 I 

;l 

tl 

MR. SISK: 

The laws 

20 ! 

1' 

li 

«-reatr:.cnt to qualified 

versus unq 

21 ! 

i 

('o sonic things with on 

o that you 

22 ii 

!i 

Till-; COURT: 

He is no 

23 j; 

!'o is asking him about 

his reason 

24 J 

*1 

.. ialc; 'o the of fret of then. 

* ,‘i 

r 

Ji 
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MR * STSK: 1 submit ^ ought to be broken into 
two questions, your Honor. 

■ran COURT: All right. There arc two kinds 
of options, one qualified and one unqualified? 

HR.NEMSERs Your Honor, this company has a history 
of granting either qualified, unqualified, rights 


12 !: 


15 !; 


! 


they hcve every type conceivable and the stockholders have 
approve! the. ric*t the line throughout the history - 

TT:K C0URT: 1 think that is beside the point. 

The point Mr. Sisk has raised is for you to address your 
questions to Mr. Jacobs to make it clear what kind of 
option you are talking about. 

MR.NUMBER! Your Honor, I am putting it on the 
basis that this company has had a plan approved by the 
stockholders — 

WK C °' JRT: ' lr - 1 know - at least I think 

r.°w a~ - the weekend and all day today, I think I have some 
understanding of what you are alleging, so let us not go 
through that again. All X an asking you to do is, if you 
1, to follow Mr. Sisk's suggestion and to >ot Mr. Jacobs 

know what you are addressing your question to in terms of the 
kind o? option. 

I -!unk f t is a fair -cruest for him to make. j 
0 I.ft us pat it on the basi- of nor-qualified ! 


** ^ - r If*” f^i 1 f ' 


.. r T . •• b 







1 


lzbr C 


517a 

Jacobs-direc 


2 j options. 

3 j A Well, as I understand it, while you could offer 

r » ^ 

4 options on the basis of book value or on a-*4*. percentage, as 

5 , 1 l,ndcr stand it, the problem is that — the problem comes 

fi when you come to buy back the options. If you have a plan 

7 where the company has agreed, as would exist in a privately 

8 hGld company where the options would be granted at book value 
with agreements to buy back when the employee leaves or 

!| 

10 i under certain circumstances. As I understand it, the problem 

11 | is that when you come, to buy back an employee ' s stock that he 

12 . purchased under the option plan, you nay very well be paying 

13 j him a'-, a price substantially higher or different from what 

14 ij is available to the stockholder on the market, who is not 

1 I 

15 |j an employee, and it is my understanding that that is not a 
j pio?ci procedure. That you would end up paying a stock- 

17 bolder who is inside the company a higher price than the 

18 stockholder on the market could get for his stock. That 

I 4o 

19 I is what I understandable objection to having a double system. 

I 

| ^ Isn t it a fact that under the stock purchase 

‘1 j: incentive plan that this company had, that to the extent 

2 j, option rights lapsed, they would be bought back by the 

3 company at the purchase price that waspiid for the stock? j 

* \ . / . j 

A But those were not options. Those were purchases : 

r i: * • I 

* | -com the company- I 


13 j 


15 ! 


1*3 ! 


-• •;1-; . 

' "hf «**. *■ ' '<7T r'-Hpr --nnn -r-,r 


*1 5 “rtijPT ur*| • 



i i 

• ii 


3 ! 


4 i 

!i 


9 I! 

i 


10 


M ! 


’S 


17 


518a 

n Tacobs-direct-cross 129 

. Then went back to them at the price they paid 
for them, right? 

A I don’t renember the exact provisions. 

d Th • record will indicate that. 

• > . NE1ISER: Your honor, I have no further questicjis 
of this witness. 

TILE COURT: Mr. Sisk. 

CROSS EXAMINATION 
DY MR. SISK: 


Mr. Jacobs, viewinq the package of $3 cash and $8 [ 
debentures, isn’t it a fact the stockholders are being o-fer-! 
more than boo)' value? 

•\ Yes. , 

1 

MR. SISK: Thank you. 

RUPI.R-CJ' EXAMINATION’ j 

BY MR. N’EMCUR: | 

T wil l g.we the usual follow-up question. That 
'ii.suTTec full par for the debentures, is that rich-? 

Mr. Sisk’s question assumes full par? 

N Mot necessarily because as I think Mr. Little 
pc’ntc ° before th t if interest rates go down, the value 
of the debenture can rise to over par. 


t rera• daces > i.. 

i.- * * *■ , J 


*. 1A O' ‘■''o debentures at 


J :> "• ; >■ r con t di a roi • vt j. / n ' t •: 
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Jacobs-redirect 


11 1 


16 || 


A Yes 


0 And the current trading is below oven the 
• ?r ' per cent, more than that, isn't it, it is below 
10 per cent? 

A Out this is a fluctuating price and interest 
rates, when we started, were 11-1/2 to 12 and they are down 
to 10 at sene banks today. To I don't know what the bond 
ir- going to trade at. 


wke* - \s*oe4 


20 : 


Q They are trading right row on the 

aren't they 0 

A I guess they are. 

At a 10 i vcent dircount? 

A Might now. 

RMCSOfiS JX: MTh'ATION 


jiv ftcji*. 

O Mr. Jacobs, isn't it a‘fact that if the stock¬ 
holder ' elds the debenture to maturity, he gets more than 
book value, isn't that true? 

A Absolute 1/. 


Isn't it also true that book value is a. figure 
:VJ r >*l at ions’ i.p to what is happening in the market? 


;•' i '• s 


s ® that i" *5 Pensc what Mr; Nenrer was asking you 

25 jl , 

:o .o was to conns:;. ■ . Moran; s, asfeh: y,,u to corpaj 
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1 


2 

3 

4 


10 

II 

11 i! 

i 

12 

13 !' 

I; 

14 I 

■i 

i; 

17 1 

is ; 
i! 

19 ii 

it 

20 l! 

I 

ni 

I 


23 


^ *7 ' >y* Q -r . 1. X 

J Jacobs-recross 

on the one hand the figure that has no relationship to the 
namely book value and to also on the other hand the 
figure that is solely affected by trading ir the marketplace,) 
wMeh tix * present value of the debentures, and I submit thjit 
it is very difficult to compare apples and oranges. I think j~ 
this is probably argument, you- Honor, and not a question, 

i 

but i — 

:'ir COi ?T: 7 arn alnd you recognized tlmt. 

MR. STT?K: 7 cot carried avay. 

Thank you. 

' Ml COURT: Anything further .^rom. this witness? 
nanU you, Mr. Jacobs. ”ou may tee down, 
v-’itness excused.) 

MR.N’EMSER: Your Honor, I want to call one mere 

•i 4 r. • -s, r Ci. Col car. 

Clm C - L 14 A R, called as a witness b” 
ji^intiff, being first duly sworn, testified as 
fellows: 

MT?7;C S ’ Mlv'.VTt’A.TIO*; 




’ r * you n director a^ £x cutive Vice- President — 
Financial mannin"? 


» f *• -L. • 


•- ' ( r J- • it ' Ex\ jf-' ' \ 4 cc fr i. out- 
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Colnar-dir a c t 


riannex*l Planning, \ briefly’ 

briefly if is; nmarimj operating forceast.«; 
r.oecv 1 prcj-ctn on the n~c of funds, <-t cotcr.-. 

Yn " mrohnsrO 100 shares of this s :::-y 0;1 
Ju3y 200 shar ' vs on July 10, 197.1. t.-hat wore 

oxreu.'Tiete.uces under vhiohyou bought stock at that :-'rr.e? 

A lleU> th « X car thin; is that I ha1 

10,700 and i just wanted to round it out to ;y.,rrn. 7 
. new e_ any ether reason, really. 

jt was a gr,or] investment, wasn’t it? 

T v-.-ys think S.V"a, rich. Green is a good 


dor.’t 


14 ’ 


V±!s ^»(le u>& 


18 f 


^ Hr 

jri£ risr*' 


» ! 


I 

/,"> « 
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I Issbr 11. 

1 


o 

(In opon court.) 


3 

1 

MR. NEMSER: Your Honor, I have no further questic 

MS 

, 4 

of this v/ilncss. 

1 


•j 

MR. STS: Mo questions, your Honor. 


6 

! 

T1IE COURT: Thank you very much. 


7 

i (Witness excusec.) 


8 

i * 

; | 

■ . T!in COURT: Anything further, Mr. Nemser? 

Il 

f j 

I 


9 


• 

MR. NEMSER: Your Honor, we have, for the record. 


10 

!j 

however, certain additional documents that we would like to 


11 

have mar):cd In. Does your Honor want to take the time now 


12 

to work out a procedure to have these stipulated in as 


13 

l 

j 

exhibits? Certain of the documents which White, Weld 


14 

produced. I think some of the other documents that you 


15 

1 

have produced. 


16 

j THE COURT: One of those documents that was 


17 

referred to was a letter I think of Mr. Little, is that 


18 ■ 

; 

• Exhibit 26? That is supposed to be a confidential exhibit? 


19 j; 

Mr. little's letter of — is that confidential? 

| 

i 

; 

?0 j; 

MR. SISK: September 25 is not confidential. 

i 

21 '1 
I 

1 

That:a Plaintiff's Exhibit 25. 


• 22 j 

23 | 

31 !! 

» 


» j 



1: 

•ij 

1 1 
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Tim COURT: Let me ask you this, Kv. Nemser: 

WOal<1 lhe that ^ *“ introduce, additional 

documents, would that be your case? 

NEMSER: That would be ourmse, yes, sir. 

m ' SISK: 1 d ° n 't understand this procedure of j 

! ‘ r ' ‘ :C,r ' 3 ' ?r ° ?fCtin9 ° docment I haven't seer which hasn't 
benn identified. 

7 .!, COURf: nr. Sis!:, ho was not doing that. 

:! " " ld ““ n-'iitionnl documents and he wanted to ! 

work out a procedure with you in regard to it. That is what 
he indicated. 

-iR.SIoh. can xve ;o it immediate] v? 

Tnn COURT: of course. My own feelincs about it 

iS ' if *** have "V iiv testimony at all, maybe j 

° u ' jht tc just proceed with that. 1 

i**R. SISK: Th-> J - •; _ , . 

Th ” 1 xS a decision I an right ir 

the niddlc cf making, v OW Honor H-t r thi • T ! 

IS ' 1 thUi: J need to know j 

Wha A Lh ° and I would like to wait - 

r,T C0L ’ RT: AU right, that's fair. 

V.nw much time do you -ecd” 

Just a few minutes, your honor. 


18 

ti 

the rucdlc of making, 

IS 

19 

j 

1 

1 

v;ha:^Lhe plaintiff's 

20 

I 

1 

1' 

;i 

Tirn COURT: 

21 

1 

j 

I ?r >w much t: 

22 

i! 

i; 

MR. NEMRER 

23 

i 

T. e o.:iy documents I v 

24 

Ij 

!-~nrn J diat this compe" 

25 

it 

i 

CO. 


ttuTME r:r c ° urt courthc USE 

polev SQUARE, new —— 






ifiL 


hpbr 2 


TiIE COURT: Why don'kt you show then to Mr. Sisk. 


Wo will take a recess. 

* M, '‘ SISK: 1 would also a chance to talk with i 

my clients so that if we could take a short recess 

* } 

TIIE COURT: All right. 

(Recess.) 

I 

(Plaintiffs Exhibits 27 through 42 were received j 
in evidence.) 


(Defendants’ Exnibits A t rough 0 were received 


" I: 

12 |! 


13 

n I 


in evidence.) 


IT.NMMSER: You" ' ror, the parties have stin U - 

iatod to the introduction into evidence of additional 
oxhiorts Which have been marked pursuantto the stipulations. 

r.»n COURT: Have you made up your mind now, Mr. 


Sisk? 


MR. SISK: - have, your Honor, with the stipulation) 
anu the admission of Defendants’ Exhibit A, which con- j 

stitutos the package of affidavits wo gave your Honor on ( 
Sunday, and ho admission of Defendants' Exhibit B, c. D j 
" ard s are the materials from White, Weld which 

cnov in - In connection with the subiooc matter of 

fa..r <. ^e, nave no witnesses or further evidence to , 


you** I.on? 


will iurt make onemocomment before asking 
•vieStic • anf th.V is I would li’o th? Court 


SOUTHERN DISTRICT court reporter*,, u.s. courthouse 
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hpbr 1 


to note the absence of the plaintiff, Mr. Kaufmann 


The question, your Honor, is, may we 


heard 


on the subject of Judne Cannella's decision and also on the 
subject of whether the plaintiff has carried his burdens? 

MR. JIEMSI3P: Your Honor, may I just mention 

as far as the plaintiff is conce^ne ', I have no request 


from the defendants that ho 


hare todav. Had 


they quested it, he certainly would have been. !’e is 
a roe utered owner of the stock and -- 

THE COURT: I don't regard that as brine-fruit¬ 
ful, Mr. Nemser, in arv event. I wi 11 tell you, gentlemen, 


where v/e stand. T . not going to )■' able o, and don't 


15 

16 I* 

♦ I 

„ 1 


intend to try to make n decision on this from the bench. 

T hnv studied some of the papers during th° period of time 
y’ov -o', them, to me. T do recognize that the plaintiff lias 
brou t this ,-t an extremely late hour, as Mr. Sisk com- 


rente'.., but nevertheless I cannot avoid thn: facing the 
prohl n. What I would prefer to do, ny own feeling about the 


21 i' 


r.v.ttrr is, that in terms of a final decision on the question,' 

i 

thu , wiiethen an injunction ought to issue or r.ot, what 


T wouli ; refer to do during the o.-riod in which I have 


to contemplate and study this problem to makeup my mind 
about i.t, since I understand that the offering closes today 


at five and ' horefori. T would assume thatal 1 the‘people who 


SOUTHERN DiSTIMCT court reporters, u.s. courthouse 
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MKkHtl 


11 I! 


gQinq t0 sel1 ' wil1 havc had to have their intentions 
knov.-n by that time, I would prefer to get an agreement from 

you, if you can get it, Mr. Sisk, that the matter will not 
be and consummated until during the time I am now 

trying to decide whether a. injunction would issue. I pre¬ 
fer that because I think it would be more in tho defendants' 
inteioot, particularly if i decide the plaintiff has no 

CnS °' th,?l this nattor d °nc pursuant to a gentlemen’s 
.-reorient rather than in the form of an injunction. I think 
if T can't get that anreenent I am obligated to at least to 
enjoin consummation of the matter until such time as 
T am -nle to study it and roach some rational conclusions 


t4 | 

15 

Ifi 

- ! 

I 

18 ! 
19 jj 

» | 

21 ! 

I 

22 ! 

; l! 

23 I, 

• i! 

24 jj 

i' 

25 |; 

. I* 


about it. 

i. refer for 

us to 

agree 

consul • .ate '! 

U'til — and 

I will 

try 

ar. [u i oil' 

T possibly 

can. 

T i 

agv “? r:> ’ t 

• I vi11 

issue 

an 
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!W ’ ri!,K! Thl8 <,0eC sone problem from 

a point dr view. 

I <Ud rot contemplate more than M,o or thre( , 
mneten on the sub;]. , t of ., u „ oe cann.Ua 1 . decision. 

- thin.., your Honor, as you look at these papers, if you 

look at then in the perspective of Judae Cannella's 

d-'ci .• j.-.p — 

Tm: COURT: 1 " POrfoctl V Willinv. ?hls vas 



il 

decision or anything r 

12 

1 

’ f ‘ no natter what 

13 

i! 

- p1 °' r ^on ’ t think it 

14 

i 

1 

or tV- plaintiff ] Jy rec 

15 

1 

il 

a 

elusion on this natter 


18 !i 


II 

19 I 


20 I; 

21 i! 

22 II 

23 !| 

»j 

v ii 


r '% h ‘ 

\&U' 


♦j 

4*1' • ST, C K: 11 T „ 

Ij . vc *ll, I quess the way T'u iike to 

d. it would ij.r to arvue a little ku 
|, - Uttle bit vith you before *Uih 

il -Tuccjp Canne.Ut but , 

| the, assuru.no that your Honor is 

ii unporsuaded and T <j at:ie that nv . 

1 tJlat n y Chances of oersuidin,, 

, '-v ^-rsuncmg you 

i t* O .ICt ‘i’ 

!! probably not very yood, '-hen t thin.*; we 

! con«.» zo the real ! 1 h-»-■ 

| • ' !U ' StJO "' <“« is that wo have 

I up until 'j o’clock, i-'-o 04 , 

' . , l " ^ C ”«“ *> determine 

weather to withdraw f.*, tho offer. 

I. we don't withd-aw, o;r el,u,, a *;. w ripen, 

into absoiuto obH -ation t, •«,*,. ' , j 

r • AnJ wo I 

* I 
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musv. ^a^ for those that have been tendered. I do not 

3 believe that we can, much as I would like to work out a 

4 friendly agreement, work it out without incurring some 
substantial liability or potential liability. 

THE COURT: Then I — I wasn't aware of that, 

{? ° 1 think therof °re the obligation is on mo to take that 

* 8 

off your shoulders. 

9 

My reasons — not that I am now making a final 

10 

decision but I have to hold this matter until I can make 
a final decision and a rational one. Under the circum- ; 
stances, it would appear that I'an going to have to issue an 
j injunction in regard to — against the defendant in terms of 
j finalizing this matter, making it a fait accompli, until 

15 such time as I am able to decide the case, which T trust 

16 

will be within the next several days. 

17 ! 

MR. SISK: Would your Honor care to give mo my 

18 1 

•! s, ' lot Jt Cannella's decision? 

19 I 

jj ' C0URT: 1 like to hear briefly from the 

20 o plaintiff and from you. Yes, I would like to hear briefly 

“ I' frCm plalntl « ^ terns of what natters that 

j you want to highlight. 

3 

I don't want you to go over again with me 

i wh!t 1 ^already rc-1, but Judge Cannella's decision is < 

• | • 

;; c ‘ rt ' : ;l -' ; '' no 1 '-ould very much like to hear from 


20 || 

i- 

plaint 

21 l ! 


from p 

22 '! 

i 

j ou waj 

23 j 

1 

24 jj 

wh it 1 

ii 

25 ;; 

ccrta5 ■ 
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2 

both of you about. 


3 

All right, why don’t wo do this as we normally 


* 4 

do. I will hear argument. I frankly am not going to want 


5 

to hear more than ten minutes from a side. 


6 

I think that is sufficient time. 


C 7 

MR. JEMSER: Judge Cannella's decision — 


8 

THE COURT I am not limiting you to Judge 

! 

| 

9 

j Cannella’s decision. Mr. Sisk has that burden. lie wants to 

j 


10 

enlighten me further cn Judge Cannella's decision. 

1 

11 

I certainly want to hear that but you may do anything you 

I 

1 

i 

12 

j 

wan t. 


13 i 

1 

i 

MR. REMS EE: Judge Cannella’s decision, your ilonoii 

i 

i / 

u 

:s certainly in our opinion on all fours with the natter 

i 

15 

1 

of the directors and officers of this company, particularly 

1 


16 , 

Mary v/ells Lawrence who purchased 30,500 shares_ 


17 1 

r j 

-Mary Wells Lawrence,- the chairman of the board and chief ! 


18 

executive officer, who for the first time since getting 


19 j 

1 

her shares, on becoming a founder of this corporation, 


20 1 

purchased 3n,500 shares in January, February, March of the 


2i | 

1 

♦ 

particular year in which this exchange offer was made for 


22 J 

ii 

all of the outstanding public stock. 


23 

i 

he indeed then have, in our view, another 


24 

i 

! 

obviously material matter of Catharine Gibson a vice preside^ 

t 

25 | 

i 

| 

! 

going nack to the founding, who on the very first day of the -- 

- 

i 

1 

! 
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after the announcement on September 4th, at the closing of th; 
market, on September 3th she buys in the open market 
1,000 shares with the obvious intention and as the 
testimony vns stated;, of not tendering the shires. she 
obviously considered that this was a good investment for her 
and this is just the type of thing that Judge Cannella 
said that the public stockholders should know. 

T,:: ’ r ° TJRT: 1 don't think the testimony went that 
far. The testimony is she bought the shares. The testimony 
is also that she was riot among those who presently oppose 
to tender. There is no testimony that shows she bought 
tne shares with the intention not to tender. ^ 


in tiie*" 

wS 


::n. JUMSKF.: Your Honor, I think she would be 


where she couldn't tender because if 


she did, she probably would have bed* violating Section 16(Jb)' 


of the Exchange Act. 


THE COURT: All right. That is a different 


argument. 


••IE. Nj.MSrE: Yes. The point I am trying to make 
in this respect, is th.-.t here we have r cur officers of this 
company, three of whom were directors, who in 1974 right 
through to the day right after the announcement, have 
made purchases of stork and that is exactly what Judge 
Cannella said, they have a right to know in their judgment 
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16 

17 

18 

19 

20 
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what tV-; insiders were willing to pay for the stock of this 
company. Mary Wells Lawrence was willing to pay above 
the price she offered to the stockholders or this o ering. 

TH1* COURT: Jo your argument is that 

30 , 00 O 

Lawrence's •mtmOmA or -ore shares that you allege she 
bought since -- is thit since September? 

4 *1R. MEilSER: That was — she bought in January, 
February and March of 1974, your Honor. In the c'ase in 
which Judge Cannella decided, the purchase there was 
substantially before the exchange offer. 

Tin: COURT: And Miss Gibson bought her stock and 
:he fact that they bought and the price at ’••Iiich they 
bought these shares, you argue was not set out in.the 

prospectus and there it is a material misrepresentation 

toG>)-5\ 

according to you within the meaning of 14) ()■) (^ 
i R. JUMSHR: And 1 ¥ II, your Honor. 

Tn connection with the overn] claim -- I should 
.•reface my remark before moving on to that, your Honor. 

T to.ink we have established a great number of 
misrepresentations i i this prospectus. I think l'. it we 
have cstabl irked th, the entire basis for the so-called 
reasons could not have any true relevancy here to the reason 
for going private as they represented because we have testi- 
, ' 1 - Mrs. Havre • \> t.iat it '-'oil'' bo„ at *east approx- 
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16 I) 


» i : 
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20 11 


22 
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imately five years before most of those things that she is 


b-Iking about could ever cone to fruition and yet they are 


coning along and saying they want to go private now, they 


i-.ust go private and they are basing it on what we would 


call the squeezed market situation at this very moment. 

uKele. 

This is the hel** — the whole dilemma and indeed the cause 


of such irateness from people such as the SEC Commissioner 


Sommer and indeed wc are seeing articles coming out fran all 


source**?, including business Week cane out with an editorial 


condemning this opporLunistic technique, moving in at a periol 


12 i 1 wV'n the market is aberrational, has no relation to 


value. They chop the true value out from the stockholders 


14 i 

w take it for themselves. Here we even have a more 


extreme situation. 


THE COURT: Is that in any way a violation of 


^ i any federal securities laws? 


UE. MUMSEE: Your Honor, T would say it is in the ‘ 


sense of the plan, scheme and device and when it ties in 


with these fraudulent statements in the prospectus, I think 


we would then come in line with the recent decision in 


Gchliek v. Penn Dixi > Cement of the Second Circuit 


T think we certainly come within the massive framework of th< 

14(e) 


rahame offer cr,ses which Jud^e Cannella indicate? 


25 * i in ^ c*c *i s * 
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Here we have a situation that unless therapeutics 
can be undertaken before the horse leaves the stable, 

Xt ls lni P 03S ible, and I am quoting, to unscramble the egg. 


unquote, 


Now, with respect to our burden we have the 


22 ■ 


25 


following in that respect. A prospectus places the highest 
end of disclosure. That was the decision in Teite v. 

Leasco Processing Equipment Co., 332 ^ed. Su,.p. 51!, 571 
in the Eastern District of New York in 1071. 

Wo alao the situation of a corporation 

i 

buyjnc a11 of its publicly owned stock and leaving the 
d'rectors, 12 individuals, with the ownership of this entire ! 
organisation, wiping cut more than 2,000 stockholders. This * 
is a situation where it is called an issuer attempting 
to repurchase its own shares is the insider oar excella.nce 1 
or the most inside cf insiders. And the fiduciary 
obiieration and the duty are very, very heavy in that situ¬ 
ation. Also, since we are not here faced with a situation 
of two competitors buying for a target where let us say 
“Or 0 v;r> ha/I Loew's no vine j R - or CNA and CNA 

opposing them for a long tine or any of then- situations 
’..’here offers can be countered by corporate antities opposing 
tner. Here this was the corporation itself guided by the j 
r.ann jc-’cnt to make in offer. :,'o source car. cons back at 
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lr.br 3 

thrn to educate the stockholders and this was very signifi¬ 
cant, your Honor, and that is one thing I was trying to 
drive through on with the White, Wold witness where he made 
no distinction between, a competitor going for a target 
company and here a corporation which has a duty to the 
majority stockholders, 33.7, I don’t think there has been j 
case, and the defendants have put in an exhibit from I 

I 

White, Weld o r other tender offers and there has never been 
that T know or a situation where stockholders, directors 
c.nin< 13.0 per cent, that is all, can cone along and j 

wipe aut H3.7 per c<”it of the stockholders, the majority, 
dut t •» beneficiaries, the owners, the trusts, they are 
immediately built in as Commissioner Sommer indicated i 

and as the law clearly indicates, th-'y have a built-in 

i 

conflict of interest because the less they give the 
public holders if they cut part of the pay that belongs 
lO pu. lie s„oc,.holdcrs any keep it for themselves, 

that is going to be all for them and as the record shows, 

run to b\:ne of S3 million and the private publicj 
stoc;'.Holders of up to values going from three on the basis of 
.1-1/.•, on the basis of book, to about 15 rail lion going 



21 j 

II 

s toe.’ '.holders 


to 

IO 

2-1/.:, on the 


23 I' 

i 

»| 

e" true va1■ 

1 , 
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jj 
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14 

15 

16 

17 
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lili, COURT: The point is,as I understand it, the 
plan, as to Hr. Little's testimony and Lawrence’s testimony 
I understood it, aren’t they selling at above or are the 
oilers not above what the present share arc now selling? 

As I understand what has been going on, the shareholders 
now buy taking advantage of this offer, get more than the 
market pries today, is that correct? 

HP.MPMSCR: Your Honor, that is true, but the 

important point is, the stockholders who don't want to get 
out, the owners. 

COJRT: .lr. Sisk has indicated to me, and 
Htr. battle's t r .timony is, by virtue of the fact the offer 
is going Mill . 

H ’.HUMSHR: Your Honor, let me point this out. 

Incidentally wo have gotten calls, but the point I want to 
make is this, and — 

ih.. COURT: I think you want to do that a little 
later. What I would like to know from you is - i am sorry 
I have to cut you of, T have given you almost 15 minutes, 

I indicated ten — otherthan the things you have indicated, 
what -re the disadvantages of this plan from the point of 
/iew o. the stockholders that you purport to represent? 

:Jn:5S!:J * : 7he ••isarlv-.ntage to the stockholders 
t v r.-'ot tn.it fchor • who vr.jt to stay wit: the-'r companies 
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? j "* '" Uh “ i "—They are damned 

3 | ir thoy do nncl Jannol if they don’t. 

i A :0t 05 thcr ’° stockholders have tendered be- 

* Jl ““■' a t!,e fC “ that i£ th ^ «• «•— to a snail number 

* 1 " i ’ 1Ch ‘ n Part ° f tWs vhole o«t maneuver, when they 


f. 

li 

|! 

which is part 




7 

, 

ii 

ii 

are do n in a 

8 

|i 

f 

and wiped out 

9 

ii 

titi: 

10 

•i 

ii 

ii 

this. 

11 

ii 

• 

1 

MR. 

12 

1 

l 

1 

ts an in torro 

13 

ii 

j! 

v;e may do this 

1 4 

1 

It 


« ’* 

ii 

l 

r ri " Vvite. i'o, 

15 

S 

th.- are qoinq 

16 

!, 

r rror.o no out. 


TIT COURT: There is nothin, on the record on 


11 : JIT? - NM.MSEK: Your i'onnr 

| i‘Onor, the prospectus itself 

^ nn in t' ,v rn"on n *. j. u • 

! - th..s sense. It equivocates, it says, 

13 I; wo m.T* do <-Ki« „ 

j; ‘ 7 n0 -‘ IIOWOVf ' r ' they suy wo want to 

l ' L '°' 1,10 wIlole doal a stockholder will say 

15 jl th ‘- rre ' 7 ° inq t0 ^ ^ ^ a lower price they will 

16 i ^ ~" c no out * That is what they war- b „* m 

! * hut, Mary Wells 

'! ^ testified today, she had no choice but to sav it 

“ |i "’"■ t; ’ ,y “ r " ~ 1 tivate. If they don't net then 

If | 0*1 the -irnt vhach. they will whack then the second time. 

^ '( l *- T COURT: "ou m eai ''re t 

>ju . can i;rs. Lawrence? 

1; 

CL T **T'< « 

. .. Vgs , Mrs. Lawrence. 

22 ii til: r.ovrr: T .... , 

rtVr. S.sk ~ 1 - #et t^e point. 


23 Or: %«• 


O* , 

l! ’IR. sis;:.- Your Mr-o>- r • 

ur .ic..01, t rise with a rrood 

25 • loc “* °' Lr--*;-.-v •.ti«’»n. * r -»c>i i”-, *-• 

“ • 1 ' 1 baseoa 1 1 batter. 
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tho Inst batter in the ninth .inning, knov/inn at least as far 
as today is concerned the score seems to be a little against 


4 ! roe. 


Tdi: COURT: I don’t want you to f-ol that way 


at all. 


MR. OTSK: I would like to get a hit, yoar Honor 


Let me try. 


Tin: COURT: I have to make a rational decision, 


that is all. 


11 


MR. STS 1 ’ • T " p * ry briefly, I have listened all^JJto 
.Ir. Temser’syyinterest with great interest. T gather he in 
" urn rstened to your Honor this morning wher your Honor 


13 l! 

l 


II j! made comments a»'out Judge Cannella because he tailored his 

15 ij case in that direction. 

|i 

jj Although he said this morning he proved fraud 

17 |j and conspiracy, I haven’t heard a word about this all day 

I 1 

18 jj long. He just said row, according to Mr. .Manser, there 

19 are misrepresentations in the prospectus and he cites the 

20 j fac: i-rs. Lawrence had 30,000 shares. All of her 

21 , stock and money she had made is disclosed. ?h« fact she 

22 j bought 30,000 and when she bought it is not disclosed. 

(j 

23 jj Lr *'- rs take a look at the decision. Judge 

24 .! lamella was dealing with a situation where one 0 r two 

I 1 . . , 

25 jj ..m.c .a 1 , stockholder:- purchased j-rivat''!'.- 0",0OO share - . 


24 1 
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I 

23 l! 


about 1-1/2 to 2 per cent oC the total outstanding shares 
of the company. She bought it not at a price above 

market. She bought it at market. The price she bought 
it at is loss than the price of the package of cash and 
debentures which is being offered to the shareholders. So 
that in all respects this cose, unlike Mr. Menser, I don’t 
see it uneven. He says it is on nil fours, but I don’t 
think it is even on one of the fours. 

■rile second major area that. Mr, Npnoor/^onstituto! 
n misrepresentation is this area that deals v.ith v.-hat 
is the company going to do about options and no forth and 

\r. it yemg to do in the future about the storrholders 
who dor. ’ ’; ti?rider. 

Plaintiff's brhibit 1, the prospectus which is in 
evidence*, has a whole paragraph on that, on page 17. it is 

paragraph do. 1 and it is called ’’Possible Retirement of 
Rom lining Public Sharo s." 

I wouldn't take the time now to read it into the 
r,c . because it is already part of the record but I call 
your "onor's attention to it. Tt is disclosed as to what 
mechanics the conparr. nay pursue if this off, r is as 


successful as we believe it should bi : 


Mr. denser cited the case of Schlick v. Penn 
.:.o ( a case •;> say has no application here because 
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I 
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16 i 


21 i 


24 I 


a central factor in that litigation was that the defendants 
tiiere were alleged to have manipulated the price to depress 
the market value and that the manipulation was designed to 
create a more favorable exchange ratio. There is no alle¬ 
gation of that here and certainly no evidence of that here. 

! If anything, the reports were quite to the contrarv. 

:Jow, the very serious question which I think the 
Court aas to look at at this point, if limy submit, is 
the question of the other side of the coin. What happens 
if your Honor does issue some kind of a restraining order 

I 

j today as you have indicated you are thinking. I project 
j the stock tomorrow will drop anywhere from one to three 

i! ' ! 

points, that rhe people who hold these shares, their con- 
j fideneo in this exchange offer will be very substantial!/ 
j wo contend and people can get very badly hurt by this, your , 

I 

Honor. We have given your Honor evidence of what the total j 
•| hummer of shares tendered as of noon today was, we gave you 
j that in camera and I wouldn't repeat it in argument. ;;e hav<j: 

{• I 

:: 'J* vrn V°ur Honor evidence of the number of people, in 
1 r _ ... 

a^fida-'its, which are part of Exhibit A, who have said 
j they oppose plainitffs roqursts for relief after having read 

j '-‘ le c °nnlaint and in addition we have given your Honor an 

li 

,1 

ij a ‘ ■“ idavit from, a Whito, Weld representative • "o has contacted 

“ j 

people v.i . iold thou; ~"ias of other shares. '■ i that what 
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3 

4 

5 

6 !! 


8 
9 

10 j| 

11 
12 

13 

14 

15 

16 


we have to look at and I urge the Court to look at, the 
injury that cun be done by issuing some kind of restraint 
today. T ask your Honor to consider Judge Frankel's decisio 


t 


18 
IS 
20 

21 'i 

|! 

22 i' 

23 

24 


25 


where the fact was, on a case that was not quite that • 

different, fron this ,^you can the amount of injury and 

recover for it in dollar damages. There is no problem j 

about unscrambling eggs here. if after a trial, and Apfer- ! 
your : onor has heard all the evidence, so we don't have 
to do this in a great rush here like we have done here 
in tne last three or four davs if your Honor were to con¬ 
clude that Mr. Nensor is correct, your Honor could comepletel[; 
s 'ci.: . .• his client and all other clients similarly situated 
ii. your Honor rules there is a class, by an awared of dollar 
damages. ihat is a total remedy. It is clear from the 
testimony o_ Mr. denser’s own expert witness that you would 
look _o whatever value you would derive, after studying 
t!v> t testimony, you would look at what the package 

was worth and you would simply deduct the package from 
whatever the other figure is. You would cone out with a 
dollar figure and if we lost tie case,your honor could rule 
we nave got to pay them. 

So, it is not a question of irreparable 
inju'-y but there is ’ rreparable injury that will be done ! 
i r a **cstra ning order i -.suer, today and we -. go your Honor 1 
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a central factor in that litigation vis that the defendants 
there were alleged to have manipulated the price to depress 
the marhot value and that the manipulation was designed to 
create a more favorable exchange ratio. There is no alle- 1 
gation of that here and certainly no evidence of that here. 

If anything, the reports were quite to the contrary. 

:iow, the very serious question which I think the 
Court has to look at at this point, if I may submit, is 
the question of the other side of the coin. What happens 
if your Honor docs issue some kind of a restraining order 
today as you have indicated you are thinking. I project 
the stock tomorrow will drop anywhere from one to three 

i 

points, that ahe people who hold these shares, their con¬ 
fidence in this exchange offer will be very substantially If**' 
wo contend.and people can get very badly hurt by this, your , 

t 

Honor. We have given your Honor evidence of what the total j 
number of shares tendered as of noon today was, we gave you 
that in camera and I wouldn't repeat it in argument. We hav<j; 
given your Honor evidence of the number of people, in 
affidavits, which arc part of Exhibit A, who have said 
they oppose plainitff's requests for relief after having read 
ch complaint and in addition we have civen your Honor an 
affidavit from a White, Weld representative • -’o has contacted 
people who bold thou:~nas of other shares. fh that what 
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we have to look at and I urcje the Court to look at, the 

i 

injury that can be done by issuing come kind of restraint 

I 

I; today. T ask your Honor to consider Judge Frankel's decisioi 

i, 

!l 

|j where the fact was, on a case that was not quite that 

Kc. UU mvc 

ferent. fron this ,^you can the amount of injury and 

recover for it in dollar damages. There is no problem 
I about unscrambling eggs here. If after a trial, and Apf&r* ! 
your Honor has heard all the evidence, so we don't have 

i! ... 

to do .sis nn a great rush here li,ce we have done here 
in tiw? last three or four da vs \ 7 your Honor were to con- 
j elude that Mr. denser is correct, your Honor could comeplotcl, 
| s i cis.• his client and all other clients sinilarlv situated ^ 

i 

i - your Honor rules there is a class, ov an av/ared of dollar ! 

I 

damages. That is a total remedy. It is clear from the 
i testimony of Mr. iJenser's own expert witness that you would j 

look _o v/hatovor value you would derive, after studying 

■ 

the finert testimony, you would look at what the package 
was worth and you would simply deduct the package from 
whatever the other "igure is. You would cone out with a 
• dollar figure and if we lost the case,your Honor could rule 
we have got te pay them. 

So, it is not a question of irreparable 
injury but there is irreparable injury that ’./ill be done 

j r a rostra •..sing order i '.sues today and wo -.go your Honor 
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not to do it. 


!P. NHMSCR: Your Honor, may I have just two 


20 !! 

I 


comments fast? 


7HH COURT: I think I haw heard enough, 

i-lr. Hisk, I am well aware of the problem and certainly 
sympntnix.c with it but the only thing I can say is that 
I tnink that your damage ought to bt minimised since the basis 
upon which I will issue an injunction, which I think I am 
required to do, and there is a serious question, and bv the j 
standards which we use in this circuit, I have to explore 
the merits of tne.ir claim and T can't do it now and on this '< 
basis T will have to issue an injunction until T make a 
decision. I will make a final decision on it as quickly 
as I can attempting to keep in mind the .interests of all 
parties. 

: iR. SISa.: ' our Honor, as I was a boy scout at one 
tine, i believe in the. motto of being prepared. There is a 
form of restraining order which we probably could live with 
alw.iough I can't, as T say, I think it is goinci to create 


r 

21 -lots of hardships fo- lots of neople we would suggest your 

J 

22 j; Honor look at this form of order. We would also suggest 

23 | although we didn't include it in this order that Mr. Nemser 

24 |j should be required, as I believe the rules of the court 


ot 3 ; 


’■'quire to post bond. 
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illE COURT:Has Mr. Momsar seen it? 


3 

‘‘R* SISK: Mo, your Honor, I myself hadn't seen 


- 4 

it until a few moments ago. 


5 

mu COURT: It would appear to me, gentlemen. 


6 

I ought not to delay this any further to explore that. 


7 

Assume in any event that some kind of order enjoining the 


8 

j' flnallza tion of this matter is issued and is effective as 


9 

1 

i ° f 1 0 ' Clock toda ^ and i ,ou raa y l^ter — Mr. Memser, you may 


10 

go over this matter and if you can agree on the form of the 


11 

1 

order that you are going to approve, sign, submit it 

| 

12 | 

to me and I will sign it. I think Mr. Uemser has a right 

1 

13 

to loo*: at it and at least make some rccommor Jations. 


14 

: i 

i 

’R.SISK: It is a very short order, your Honor. 


13 ! 

ii 

Maybe ;:o could resolve it very quickly. Let me suggest 


16 l 

1 

this. Under the terms of the exchange offer, people may stii: 


17 

bo tendering up until 5 o'clock. j 


IS i 

i 

,! 

!l 

7 would suggest if your Honor made the order 


19 ll 

effective as of 5 p.n., it would satisfy everybody's problem. 


20 i* 

TI.R COURT: Pine. 

1 


21 i! 

»| 

1 

We wil1 r,a ' ;G the order effective at r, p. m . 


22 !j 

i 

t ^ "b i- gather ti:at . ou gentlemen have given me enough. 


23 

I* 

literature to road. if you have any intentions or any desire! 


<>A 

1 

<j 

co file any further • ipers in this matter, that is, briefs j 


” i 

it 

or ;f’a:'. ;";t a ■ a 

1 

| 


l 

!J 

i 

i 

i 
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1 

159 

l7Lr 2 



2 

I t..ink that other than roadinq Judge Cannella's 



3 

| decision, I think I am pretty aware of what your various 



4 

positions are. 



5 

Hr. Sisk has tola ». ..at he thinks of Judge 



6 

Cannella's decision and how inapplicable it is to this 



7 

cise and you have told me, Mr. Nemscr, how applicable it is, 



8 

so thatI probably wouldn't need any more, nc^d to hear any 



9 

' more from pu on that. In any event, if you do intend to file 



10 

any memoranda, T suggest it be done within the next 24 



11 

hours. I think that it is imperative under the circumstances 



12 

I try to reach a decision in this matter and write an 



13 

opinion forthwith. 



14 

MR. SISK: May we submit this order to your Honor 



15 

1 

and may we also ask if yourllonor will require a bond? 

' 



16 

Till: C0UR7: What is your -- you have a point 


T? 

17 

but I think that the circumstances of the case, that this is 

! 



18 

a man who owns 100 shares, it would appear to me that the 

i 


19 

equities would be too much in terms of requiring bond. 

j 

i 


20 

I think what T ' !o is just put more 



21 

! 

1 urgency on me to come to a final decision quickly. 



22 

i 

I understand that I have discretion to require 

1 

I 


23 

1 it. I don't think under the circumstances T will. Are you 

t 



24 

; 

ready for me to sign the order? Po you have any 



25 

objections to the or<*-r as proposed? 




! 

I ( SOUTHERN OISTPtCT COUNT REPORTERS U.S. COURTHOUSE 

EOLEV SQUARE. NEW YORK. N.Y. CO t.«sro 

1 


< 
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I would wish if we are going to have any argument 
on that, that you and Mr. Sisk Would reach — present it 
to me and let's go. 

MR. NEMST.R: I would like to ask him two 
technical questions on that. 


» I! 


gentlemen. 


TEE COURT: The case is now adjourned. 


I have another case pending. 


13 , 


15 


20 - 


24 i| 


25 i; 

!j 
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PLANTIFPS EXHIBIT 21 
WHC Pre** Releaae, Date lined June 14, 1974 









APPROVED BY: Frederick L. Jacobs, Sr. v.P. (6/74) 


SUBJECT: Second Quarter, Six Months Results 




Frn? c.'t-t 

li n 

ti. y. ::t, -jx kxckako? 


CONTACT: Sve P hen B - Booke 
Thomas McDermott 


RELEASE: IMMEDIATE 


(212) 593-8620 
(212) 593-8629 


WELLS, RICH. GREENE. INC. . REPORTS 

SECOND QUARTER. SIX MONTHS FIGURES 
NEW YORK, N.Y. , June 14 — Wei Is. Rich. 


achieved 


record billings and earnings for the second quarter ended April 30, 1974, ^ 

Mary Wells Lawrence, chairman, and Charles Moss, president of the adve7 
tising and marketing company, announced jointly today. 

Billings for the first six months of the current year showed a 
gain, while net earnings were down slightly compared with the same six 
months in fiscal 1973 due to the TWA strike during the first quarter. 

For the second quarter, billings rose to $45,668,800 from 
$45,200,000 for the same three months a year ago. Net earnings increased 
to $925,760, or 57 cents per share, based on 1,631,524 shares outstanding. 

This compared with $915,850, or 56 cents a share baspd on 1,619,507 shares, 
for the same three months in fiscal 1973. 


Bill i:.gs for the first six months reached $91,268,000, up from 
$90,100,000 a year earlier. Net income for the first half of the fiscal 


Booke and Company, Inc. FinancialTnd'nvestor Relat.ons 

919 Third Avenue ^ , . . 

New York N Y 10022 Wilshire Harvard Tower 

(212) 593-8600 TWX 710-561-3697 2*11 IW.Ishire Blvd., Suit* 500 

Santa Monica, Calif 90403 

300 S. Wacker Drive, Suite 1005 (213) 829-4601 TWX tfl0-343-6455 

Chicago, III 60606 • 

(312) 922-9393 TWX 910-221-0229 , F *f rk 

^ London. WIY 3HO. England 

(01) 629-6049 TWX 651-261-623 


1200 Milam St.. Suite 2942 

Houston, Texas 77002 

(713) 229-8851 TWX 910-881-5090 

1925 K Street, N.W., Suite 203 
Washington. D C 2000e 
(202) 331-7040 
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- 2 - 

year was $1,738,260, or $1.07 cents per share on 1,631,524 shares. This 
compared with $1,783,861, or $1.10 cents a share on 1,619,507 shares, 
for the same six months in 1973. 

All figures have been adjusted to reflect the acquisition 
of Gardner Advertising Company, Inc. 

Wells, Rich, Greene - Gardner Advertising was recently 
appointed by Warnaco Inc., as the advertising agency to handle its 
Warner's division. Billings of Warner's are between $1.5 million to 
$1.7 mill ion. 

Mrs. Lawrence noted, "We are optimistic that this will be 
another excellent year for Wells, Rich, Greene." 

The company's shares are listed on the New York Stock Excnange. 


mill ll tl n n 

tfmfftfrfitf 


- more - 
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WELLS. RIC H, GREENF , IMP 


for the s ix months ended April ?n 

Gross Billings 
OperatIng Revenues 
Net Income 
Earnings per share 
Shares Outstanding 


JLStZft 

$91,268,000 

13,683,000 

1.738,260 

1.07 

1.631,524 


1221 

$90,100,000 

13,500,000 

1,783,861 

1.10 

1,619,507 


For the three mont hs ended April 


Gross Billings 
Operating Revenues 
Net Income 
Earnings per share 
Shares Outstanding 


$45,668,800 

$45,200,000 

6,846,500 

6 , 800,000 

925,760 

915,850 

57* 

56« 

1.631,524 

1,619,507 



mmm 
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PLAINTIFFS EXHIBIT 22 
WRC Press Release, Da Je lined August 27, 1974 
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f FOR: 

APPROVED BY: 
SUBJECT: 

CONTACT: 


RELEASE: 


V^LLS, RICH, GREENE, INC. (NYSE) p)| 
Frederick L. Jacobs, Sr. t V. p. (8/74) 
Nine and Three Month Results 

Tom McDermott (212) 593-8629 


IMMEDIATE 


r./-c:ir.r^ wells, ric h, greene achir/fc 

43 CENTS FOR T HIRD QUARTER ; 
$1.50 FOR NINE MONTHS ( 


NEW YORK, N.Y.. Aug. 27 - Mary Wei Is' Lawrence, chairman, 
and Charles Moss, president of Wells. Rich. Greene, Inc., the advertising 
and marketing company, announced Jointly today that billings for the 
n.ne months of the current year rose to $138,610,600, a 3.7 per cent 
Increase, from $133,700,000 for the same period a year earlier. 


earnings increased to $2,442,632, or $1.50 per share, 
based on 1.631,524 average shares outstanding. This compared with 

$2,433,000 or $1.50 per share based on 1,623,235 average shares 
outstanding last year. 

Revenues for the nine month reporting period rose 5.5 per 
cent to $21,142,600 from $20,045,000 for the comparable period in 
fiscal 1973 . 


-more- 


Booke and Company, Inc Financial and Investor Relations 

313 Third Asann. _ 


919 Third Avenue 

New York. N Y. 10022 

(212) 593-8600 TWX 710 581-3697 

300 S Wicker Drive. Suite 1005 

Chicago. Ill 60606 

(312) 922-9393 TWX 910-221-0229 


Wilshire Harvard Tower 

2811 Wilshire Blvd., Suite 500 

Santa Monica. Calif. 90403 

(213) 829-4601 TWX 910-343-6455 

37 Park Street 

London, WIY 3HQ, England 

(01) 62*4049 TWX 651-261-623 


1200 Milam St., Suite 2942 

Houston. Texas 77002 

(713) 229-8851 TWX 310-881-5090 

1925 K Street N W . Suite 203 
Washington, D C. 20006 
(202) 331-7040 
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For the third quarter, ended July 31, billings rose 8.6 
per cent to $47,342,600 from $43,590,400. Net income increased 8.5 
per cent to $704,372, or 43 cents per share, compared with $649,100, 
or 40 cents per share, for the comparable three months last year. 

All figures have been adjusted to reflect the acquisition 
of Gardner Advertising Company, Inc. 

Mrs. Lawrence noted, "We are pleased with the results 
to dece and are confident this will be another good year for Wells, 
Rich, Greene." 

The company's shares are listed on the New York Stock 

Exchange. 


- more- 
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WELLS. RICH. GkFFNP | mr 
For the Nine Months Ended July fl i; 

022it 

$138,610,000 
21,142,600 
2,442,632 
$1.50 
1,631,524 

. For the Three Months Ended July 31 : 

Gross BUI ings 
Operating Revenues 
Net Income 
Earnings per share 


127A 

$ 47,342,600 
7,459,600 
704,372 
43 cents 


Gross Bill logs 
Operating Revenues 
Net Income 
Earnings per share 
Shares Outstanding 


im 

$133,700,000 

20,045,000 

2,433,000 

$1.50 

1/23,235 


1221 

$**3,590,400 
6.535,300 
649,100 
40 cents 


mmutmu 






PLAINTIFFS EXHIBIT 23 

Newspaper Notice of WRG Exchange Offer 
Dated November 6, 1974 





November 6,1974 


Notice of Exchange Offer 
to Holders of Common Stock of 

<JUc. 


("Common^tock^s^ tflC fl ° Id< ^ rs Common Stock, par value S1.00 per share 

$3 Cash and $8 Principal Amount of Debentures 
in Exchange for Each 

__One Share of Common Stock Tendered. 

THIS EXCHANGE OFFER EXPIRES AT 5:00 P.M., NEW YORK CITY TIME OV 
NOVEMBER 25, 1974, UNLESS EXTENDED ’ 

deredSreth^ of MO^'oolS a " y Md a " ‘ hare< j, of Common Slock ten- 

Common Stock other than thoseowJed bv ail ou ^tanding shares of 

accrue from November 1, 1974 . * Common Stock are irrevocable. Interest on the Debentures will 

and LeUer^T^s^ial^Copfes^ f* rc ;j et ' n Pros P ectlls 

THE CHASE MANHATTAN BANK, N.A. =£< 

Corporate Agency Division 
1 New York Plaza, 14th Floor 

New York, New York 10015 


has been inserted by the dewsiting s'l^kholder in a duh/ C e*ecu < (eH 1 i nt *f'^ ft ^ ca ^ r Manager ano whose name 

aassrr —***■• j.ao ^ssssssssts^sss 

I 

D. F. KING & CO., INC 

SSH ^US'vSooo 5 oSdxSl^wu 

(5I - ) - 63 ' 5881 WvV (212) 269-5550 (coll ect) (415) 547-1119 (collect) 

j Offer iJmade °f er -° or exchan « c thei ' securities. The Exchange 

; Exchange Offer to be mad* bJa registered broker or dealer t^eFrc^'^ner sea<n,l . es ,a *' s °f whtch reauirc the 
f ° n ^ ^ re &siered brokers or dealers^l^^re^cYn^ed under lhehwsofsu^uri'\dicrion.° n Company 


White,We!d&Ca I 

Incorporated 


***** ■ 'turn V *j* ,...y •, 


One Liberty Piaza 
91 Liberty Street 
NetvYork, N.Y. 10006 
(212) 2S5-2000 







Minute* 


PLAINTIFFS EXHIBIT 24 

of Regular Meeting of WRG Director* 
held on September 4, 1974 


I 





PLAINTIFF 
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.\. lutes of *i Regular Mooting of tho li«.*tird 
01 liroctors of Wells, Rich. Groom?, Inc. 
ii< d at One List End Avenue, Mew York 
N .w York on September 1, lg/.j ,tt | j : j ) y \ m 


There were present: 


Mary Wells Lawrence 
Charles Moss 
Richard T. O'Reilly 
John V. Burns 
Frank G. Colnar 
Frederick L. Jacobs 
s Martin Stern 

Warren J. Krotky 
Arnold M. Grant 
Troy V. Post 

The following Directors were absent: 

Stanley G. Dragoti 
Emilio Pucci 

Mrs. Lawrence. Chairman of the Corporation, presided and 
Frederick L. Jacobs, Secretary, recorded the Minutes. 

The Secretary presented copies of the Notice of the Meeting 

• r 

dated August 23, 1974. It was ordered that a copy of said Notice be 
inserted in the Minute Book. The Secretary announced that a quorum 
of Directors was present. 

The Chairman announced that proper notice of the meeting 
having been given and a quorum being present the meeting would 
proceed witli the transaction of business. 

The Chairman requested Frank G. Colnar. Executive Vice President- 


Financial Planning to give the latest financial review of the Corporation. 

The Chairman suggested that the Board of Directors declare a cash 
dividend. After discussion, and upon motion duly made and seconded, 
it was, unanimously 
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RESOLVED, that a regular quarterly dividend of 
seventeen ($.17) cents per share bo and the same 
hereby is declared on the outstanding shares of 
Common Stock of the Corporation payable on 
October 11 , 1974 to Stockholders of record at the 
c ;Ose of business on September 30, 1974, and that 
the Treasurer of the Corporation be and hereby 

is authorized and directed to cause said dividend 
to oe paid. 

The Chairman suggested that the By-Laws of the Corporation 

bo amended to authorize the Board of Directors or Committees thereof 

to act without a meeting. Alter discussion, and upon motion duly made 

and seconded, it was, unanimously 

RESOLVED, that the By-Laws of the Corpora tion 
be and hereby are amended effective this date 
in the form annexed hereto and made part of the 
Minutes and the Secretary of the Corporation is 
hereby authorized and directed to distribute same 
to all appropriate parties and authorities. 

Mrs. Irawrence then described in detail a proposal which she 

recommended for approval by the Board of Directors whereby the Company 

would offer to the holders of its common stock to exchange cash and a 

10a> Subordinated Sinking Fund Debenture of the Company due in 1984 

at a ratio of $3 cash and $8 principal amount of debentures for each one 

share of common stock. The exchange offer would be made for any and all 

<.uly tendered shares of common stock up to a maximum representing all the 

outstanding shares of common stock other than those owned by members of 

the Board of Directors of the Company. She pointed out that this matter 

!ud been thoroughly analyzed and described the considerations which 

!ud led to the belief that the proposed exchange offer was in the best 

interests of the Company. 







Mr. frank Colr.ar, Executive Vic o Pier.uiont-financial l'l-anning, 

presented n summary of pro forma profit and loss statoirenls of the 

Co,Tip-Tiny for fiscal years into the future which reflected tire consummation 

of the exchange offer for the maximum number of shores of common slocl - .. 

* • 

At Mrs. Lawrence's request Mr. Schell, outside counsel to the Company, 
described the legal procedures nocosr-aiy to effect the* exchange offer 
and retain other matters to be considercd by each member of the Board 
in determining whether or not to approve the proposal. 

Members of the Board of Directors asked a number of questions 

of Mrs. Lawrence, Mr. Coiner and Mr. Schell. Thereupon, or. o motion 

duly rr.ade and seconded and unanimously' adopted, it was: 

RESOLVED, that the Corporation hereby approves 
an offer to the stockholders of the Corporation 
to exchange (the "Exchange Offer") cash and sub¬ 
ordinated debentures (the "Do! enturo,s") o: the 
Corporation for up to 1. -105,033 shares of Common 
Stock, at the rate of $3 cash and S3 principal 
amount of Debentures far each share exchanged 
and upon such further terms and conditions os may 
be fixed by subsequent action of the if ton d of 
Directors; provided. h owever , that Cue- Exchange 
Offer she 11 not be made to, and the members of 
the Board of Directors shall not participate, 
directly or indirectly, in, the Exchange Offer; 



FURTHER RESOLVED, that the Debentures shall be 
limited to an aggregate principal amount of 
$11,24 0, 06-4, shall bear interest at the rate o: 1CDJ 
per annum and have- a 10-yea: maturity date, shall 
bo subject to a sinking fund rcquiri:;.: the Corporation 
to spend in cosh each year ov-. r the life i f the 
Debentures l j per eer.t of the original principal 
0 !: o-.nt o ' tis cr.£)■, j i • !. ;vc 5%*.furl5 *c.t 

terms and co:vb*.:cns as may bo fixed by subsequent 
act: >n of the : • >: D::>. ct. rs; 








———————a m—————— — ——i— 
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i’l'li'i'i;I R i’li. ’OlViii), that the Exchange 
c 1;*> 11 not commence ur.'i! the Ivebentusc:; shall 
V.avc Loon registered under the Securities Act 
of 1033 and all other necessary and apuropriate 
actions relating to the Exchange Offer have been 
taken. 

RESOLVED, that preparation of ^Registration 
Statement on Form S-l covering up io $!l,2'10,0b4 
principal amount of Debentures to bo offered under 
the Excha ngo Of for, including prospectuses, ex 
hibits and other documents to be filed with tbe 
Securities and Exchange Commission (the -Commission”) 
for the? purpose (.>f r.j'jiste*ir.g the ofsoi a , ..l tula o. sa<' 
Debenture:? undvr du: F <■ cur i ties Act of 1 J’C. is lvmoy 
a pprovc.l; 

FURTHER RESOLVED, that the directors and officers 
of the Corporation be and hereby are authorized to 
execute and file with the Commission on behalf of the 
Corporation a Registration Statement on lorm S-l, 
including prospectuses ar.d any and aii e.\n. ^ns i.nd 
other documents relating thereto, and any and all 
araondms a nts (1 nc 1 uding ?ost-o*:f oc t;vo a mendr.e ms) 
to said Registration Statement or otner coce ■:/?..» s, 
all in such form as such directors and oificvrs, 
with the advice of counsel, may docnvnocessary or 
appropriate; 

FURTHER RESOLVED, that Freda: ich L. Jacobs be and 
hc'cby is appointed a nd designated as th-' person 
duly authorized to receive communications end notices 
fiom the Commission with re spect to said Registration 
Statement; 

FURTHER RESOLVED, that each director arc officer- 
who may be required to execute said Registration 
Statement or any amendment thereto (whether or: oo.vlf 
of the Corporation or as an officer or direc tor thereof 
or otherwise) be and hereby is authorizes to cxeeut<_- 
o power of attorney appointing '.-'ary Wells Lawrence 
and Fiederick L. Jacobs and each of them., his true ar.d 
Lawful e'lnr-.-.ys -in-foct and agor.ts, with full power of 
su" ‘St i* :.t ? ar. and r** sub; titut:>ui ter Vim a no in l»i^» : .a me, 
, -e -t* i -1 i end a’.l c->: aciti us to sign said 
.. ,; • -* -.• •• ^ 11 amendments 

-• . -i':: : • f ->ctfv«i i: U/ 0 til aivi tC> 


f) 
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file llw s.iin-5. v.-i!h nil rxUMf.-. t'.'-.Ho -twl 
ov’tc-r documents in connection tn.'iuv.-l.li. v.ilh 
• he Commission, grunting unto said attorney:.- 
in - fact and agents, and each of thorn, foil po.-.-ui 
i„v! authority to do and perforin each a./. ‘ :v ’‘ 
act and thing requisite or nocoss-.uy h». "<■ 
in and about the promises, as fully to all inU nt- 
and purposes as he might or could do in ivi^on, 
hrohy ratifying end confirming all the rajc 
,. I to; r.c yi r. ; c t and agents or any ot ta-nr., or 
th.^ir or his substitute or substitutes, may 
lawfully do or cause to he done ny virtue % wtooi. 

RCSOLVL-D, that it is desirable and in the I ost 
interest o? the Corporation that its s-t -.u •-•» 
qualified or registered far sale in vv^i^s stalos. 
that the Chairman of the P.oarc. .*.no t. hi-*, - 

Officer or any Vice President and the Secretary or 
any Assistant Secretary hereby arc euthorized to 
determine the states in which appropriate action 
shall be taken to qualify or register for sale nil or 
such pert of the securities of the Corporation as 
said officers may deem advisable; that said o..ic,rs 
arc Vreby authorised to perfor m on nr-ml. of ...c ^ 

Ccrr* ior» any and all such acts as t.v. y may c-:v.r. 
necessary or advisaofe in or. 

explicable laws of any such states, m *.*.•.a.--■ 
therewith to execute and file ^11 requisite pap-.£ f- 
documents. including, but net hmier-ci to, ao.-liua-io..*, 
roeorts, surety bonds, irrevocable cor.srnts a.:.. . 

appointments of attorneys for service or process; and 
the execution by such officers of any seen paper or 
document or the doing by thorn of any act in connection 
with the fore doing matters shall conclusively estaolisi 
their authority therefor from the Corporation anc.nt 
approval and ratification by the Corporalu-n oUnc 
nepers and documents so execute'.: u..u *. ■*• acvio.. 

taken. 

RCSOLVED. that the officers of the Corporation and 

each of them are hereby authorised ar.u empowered, 

ir. the name and c*n behalf of tne C*eyo.a-.ion, • , 

oi.y .nc-.ior.. an* «o «««« «r.d «<•••>•••« “V-Co-'luc 

. - ... n-'-ar v;riti:v-3, f.at ti.c* dv. a. a.. ; .o,.in.*. 

.. ' , . r* •rnosc* of each 

or desirable to carry out t».c ,*..-r.i «••• • 

of the f-re-jo: :.g ivrol iiior.s . 




-(- 
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Th<'ro being no further business before the hoard of Director:;, 
upon motion duly made and seconded, the meeting v/kj adjourned 

/ // C\ . 


''/ Secretary 
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September 4, 1974 


Mrs. Mary Wells Lawrence, Chairman 
Wells, Rich, Greene, Inc. 

767 Fifth Avenue 

New York, New York 10022 

Dear Mary: 

We are writing to confirm our views with respect to a proposed 
exchange offer for all of the common shares of Wells, Rich, Greene not 
held by members of the board of directors. We believe that such an 
exchange offer could be highly successful if it were made for all shares 
and if no minimum response were stipulated. The latter feature is essen¬ 
tial inasmuch as the arbitrage fraternity in the financial community 
typically will work especially hard to effect exchanges provided there is a 
firm, unconditional exchange offer to work against. 

We believe the package offered in exchange per share of Wells, Rich, 
Greene common stock should include $3 in cash and $8 principal amount of 107. 
subordinated sinking fund debentures due around November 1, 1984. Interest 
would be payable semiannually in the normal fashion and restrictive covenants 
would be kept to a minimum, consistent with tvpical issues of straight sub¬ 
ordinated debt. The debentures would be callable at par for life. We 
believe this package represents fair value for Wells, Rich, Greene shares in 
light of current stock market conditions, the lack of investor interest in 
Wells, Rich, Greene stock and stocks of advertising agencies in general, 
current interest rates and other relevant factors. 

In the Interest of maximizing the marketability of the subordinated 
debentures we urge that they have a combined purchase fund and sinking fund 
requiring the company to spend in cash each year over the life of the deben¬ 
tures 107. of the initial principal amount of the issue. Through this 
purchase fund and sinking fund the company would be required by each sinking 
fund oate to have either purchased in the open market at a discount below par, 
or railed by lot at the sinking fund at par, enough debentures to have 
required an outlay of 107. of the initial issue in cash. The company would 
have the right to double the purchase fund and sinking fund in any given year 
and such right would be cumulative. 


Exhibit to the Little Affidavit 
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.September 4, 1974 


vj 


nf „ ! ^ e ’ V eld J & ?°- Incorporated would be pleased to be dealer manager 
* ol ^ ting dealer sroup to seek exchanges upon effectiveness of a 

12 l/2c a ner s h ta,:em f nt ' advocatc 3 fee *°r the dealer n.anager of 

12 l/2c per share of stock exchanged, with a minimum fee for the oaaler 

^harror 0 *^ 2 !^ 00 *; W * advocate a soliciting dealer fee of 37 l/2c per 
? ari - ng the n£ne ° f the dealer who elicited the exchange 

holSer TTi P ° inC ° f d ° llarS pa ^ able for de P° sit b y any given stock¬ 
out of no t deal6r mana 8 er » our firm would expect to be reimbursed for our 

nication S Ck et c eXP T nSeS including leg?1 fees > Printing, advertising, coanu- 

connection with advertising, we would, of course work 
closely with you on the program and its extent. * 

We look forward to working with you. 


S^iaitrarely, 




Paul Hallingby, Jr. 


PH:MP 


/ 

v 
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Dated September 25, 1974, from Wm. Brian 
Utile to Frederick L. Jacobs, Esq. 
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m >ST« in 

ATLANTA 
■ ’ALLAN 
HARTFORD 
I'IS ANOK»r.9 
/ NNr.AI-.i_I9 
FEW HAV/K 
PHILADELPHIA 
SAN FRANCISCO 


White. Weld & Co. 


I 


INCOH PORATED 


ONE LIBERTY PLAZA 
01 liberty street, new york.n.y. iooos 


WM. PRIAM LITTLE 

rt»»T vim p«r«iD« HT 

ta s-ai« 0 


LONDON 

PARIS 

ZURICH 

CARACAS 

OENKVa 

mono homo 

MONTEVIDEO 

MONTREAL 


September 25, 1974 


Frederic* L. Jacobs, Esq. 

'S Pi'a R ! Ch ' Greene, Inc. 
767 Fifth Avenue 

New York, New York 10022 


Dear Fred: 


aro P «p«i“ C '|^ n the t Rea?:t?«xon^ “ nancial **• which you 
respect to the proposed Wells P?ch? ent t0 be filed Ki ' h 

requested^our | $ h”' 

the Debentures will sell after you^lfllrls^pSted? WhiCh 


Debentures "will^rade^t^ice 1<: • is anticipated that the 
principal amou-hi.- ^or rte pS?no.« 9 oi f iw“ nt * y bel °“ thei ^ 
data, we think that it is a £££“„?* thls Pro-fora. financial 
Debentures will sell re f s °naole assumption that the 

amount following the exchanged?fer^ ?5% ° f their Principal 


account th^terins^f^he Debent^ di f co !f nt r we took into 
rate and sinking fund provisions^he^ 01 ^ 11 ? their interest 
the Debentures, and the• e3f?e f ted average life of 
issue, m addition, we analvzed ^h* 12 * ° f the Deij ^ture 

publicly-traded subordinated d^Lan^e^ 1 ^ market for other 
against the background of overall rS , =omparaole quality 
bond markets, interest ?ftes and SS the Stock and 

Position with resoect to the'n??™®** *. F Qera * Reserve Board's 
course, that the artwl You understand, of 

our estimate if there should be ^material** n*** I l ,ateriall Y from 
in any of these external factors. 1 and unroreseen change 


Sincerely, 


WDLrmv Wm » Brian Little- 

cc: Messrs. John T. Cardis 

David c. Korpics 
Roger V. Pugh, Jr. ✓ 

Thomas'G. Schueller 
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Minnie* of Special Meeting of WRG Director* 
held on October 21 t 1974 



PLAINTIFF £s*JUl^±r 

01 

There were present: 




Minutes of n Special Meeting of the Board 
of Directors of Wells, Rich, C.iooi.o, Inc. 
hold at 76/ i iftil Avenue, Mow York, Mew 
York on October 21, 107-1 at 10:00 A. M. 


Mary Wells Lawrence 
Charles Moss 
Richard T. O'Reilly 
John V. Burns 
Frank G. Colnor 
Frederick L. Jacobs 
Martin Stern 
Stanley G. Dragoti 
Warren J. Kratky 
Arnold M. Grant 
Emilio Pucci 

The following Director was absent: 

Troy V. Post 

Mrs. Lawrence, Chairman of the Corporation, presided and 
Frederick L. Jacobs, Secretary, recorded the Minutes. 

The Secretary presented copies of the Moticc of the Meeting 
dated October 16, 1974. It was ordered that a copy of said Notice 
be inserted in the Minute Book. The Secretary announced that a 
quorum of Directors was present. 

The Chairman announced that proper notice of the meeting 
having been given and a quorum being present the meeting would 
proceed with the transaction of business. 

The Secretary informed the Directors that no changes were made 

• • * 1 

from the craft of the Minutes sent to them of the meetings held on 

Y* .* . s 

May 30, 1974, June 26, 1974 and September 4, 197-1 and requested 
approval of .the Minutes in that form. Upon motion duly made and 
seconded, it was, unanimously 
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!'i:SOJ.Vi;D, th.it the i inutos of the moot injs of 
.V>!/ 30, 107-1, Juno 2 6, 1974 and September 4, 

10/4 bo and are hereby approved. 

iho Chairman stated that additional responsibilities in an 

expanding organization make it necessary and desirable to elevate 

coiLain employees to officer status. After discussion and upon 

motion duly made and seconded, the following were nominated and 

unanimously elected, effective immediately, to the office set forth 

opposite their respective names, to serve until the next Annual 

Meeting of Stockholders: 

Bud Dealy Vice President 

William Luceno Vice President 

Paul Schu,man Vice President 

The Chairman stated that she wished to extend the benefits 

of the Corporation's Medical Expense Plan to certain key employees. 

Alter discussion and upon motion duly made and seconded, the 

following were unanimously designated as Key Executives for the 

purpose of the Medical Expense Plan effective immediately: 

Bud Dealy 
William Luceno 

The Treasurer requested the Board to authorize the Corporation 
to open, from time to time, a bank account or accounts or otherwise 
to utilize the facilities of any branch office of The Chase Manhattan 
Bank, N. A. , Chemical Bank New York Trust Comj?any or Morgan 
Guaranty Bank. After discussion, and upon motion ciu^ made and 
seconded, it was, unanimously 



S 
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RESOLVED, that tho Corporation bo and is hereby 
authorised to open, fiom time to time, a bank 
account or accounts or otherwise to utilise tho 
facilities of any branch office of The Chase 
Manhattan Bank, N.A., Chemical Bank New 
York Trust Company or Morgan Guaranty Bank. 

RESOLVED 1 URTI1LR, that Mary Lawrence and 
Frederick L. Jocobs be and hereby are authorised 
to sign singly for any such bank account or 
facility. •, 


ihe Chairman stated that since the announcement of the exchange 
Offer, there has been public and stockholder reaction thereto, 
rhe Cnairrr.an stated that it would be appropriate at this time to 
-have a further discussion of the Exchange Offer and its purposes. 

The background and business reasons from the Exchange Offer were 
discussed at length. 


The Chairman requested Mr. Frank G. Colnar-Executive Vice 

• #• 

President-Financial Planning to give a report as to surplus available 
for tho reacquisition of Common Stock pursuant to the Exchange Offer. 

After discussion, and upon motion duly made and seconded, it 
was, unanimously 


RESOLVED, that the Board of Directors hereby 
reaffirms its authorization and approval of an 
offer (the Exchange Offer") by the Corporation 
to the Jtockholders of the Corporation (exclusive 
of the nu ibers of the Board of Directors) to 
exchange cash and 10/S subordinated debentures 
of the Corporation for up to 1,405,008. shares of 
Common Stock, at the rate of $3 cash and $8 
principal amount of Debentures for each share 
exchanged; 
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i’Urti'iluR RESOLVED, •: 1!ot th ; Exchange offer 
shall not commence until a ft or tho i • j is*, a ‘.ion 
statement covering the Debentures shall have 
become effective under the Sccmitics Act of 
1033 oiid all other necessary and appropriate 
actions relating to the Exchange Offer shell 
have been taken; 

I’lbtTMKR RESOLVED, that the i:>:ch >nge offer 
shall h.j isado only by the rYosp vetus included 
In such reuistsation statement and shall h ive such 
terms, and shall be subject to such conditions, 
as shall bo set forth in the Prospectus. 

The Chairman staled that each of the members of the Board of 
Directors had previously been furnished wit It a cony of tho 
-Registration Statement dated October 3, 197 4, together with a 
letter from Mr. Jacobs outlining the responsibilities and potential 
liabilities of the Company and the directors under the Securities Act 
of 1333 . Tho Chairman requested Mr. Orville Schell, outside counsel 

r 

to the Company, to elaborate upon these matters. Thereafter, the 
Registration Statement and certain proposed revisions therein were 
reviewed in detail. 

After discussion, and upon motion duly made and seconded, 
it was, unanimously 

RESOLVED, that the actions of the officers of 
tlie Company in executing and filing with the 
Securities ard Exchange Commission, for and on 
behalf of the Company, Registration Statement 
No. 2-52095 covering $11,240,064 aggregate 
principal amount of 10o Subordinated Sinking 
Pi-rid Debentures due 13 34 (the "Debentures") 
are hereby in all respects ratified, approved 
and confirmed; and 
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i'l : .\!'ilhi\ Hi.SOI.Vrj3, l: 1 1 l!m proper office r:; of 
the Company ore hereby .nilIi»>r i .v 1 1 and dii acted 
to execute end file with the Sochi it ie«; end 
Exchange Commission, for and on behalf of the 
Coi pn ny, and and all amendments (including 
post-effective amendments) and supplements 
Jo said Registration Statement and any end all 
exhibits and other documents relating thereto 
as such officers, with the advice of counsel, 
sr.ay deem necessary or appro: tie to. 


Yh>: 


Chairman stales that in addition to a Prospectus, it was 


•■roposod ;o disii ibuto to stockholders a form of bettor of Transmittal, 


to be completed and returned, together with stock certificates, by 


stockholders who wished to participate in the Exchange Offer. Upon 


n moti jn duly made. 


seconded and unanimously adopted, it was 


RESOLVED, that the form of the proposed hotter 
of Transmitter presented to this meeting is hereby 
approved, with such chances therein us are 
approved by officers of the Company; and 

rURTHEit RESOLVED, that the officers of the 
Company are authori/.cd on behalf of the 
Company to waive failures by tendering stock¬ 
holders to complete their L<~ tens of Transmittal 
in accordance with the insUactions thereto and 
any other defects or irregularities in connection 
with tenders which, in the judgment of such 
officer and with the advice of counsel, are 
deemed insubstantial. 


The Chairman then explained that the Debentures would be 
issued pursuant to an Indenture between the Company and The 
Chase Manhattan Bank, N.A., as Trustee. Aftc-ra'discussion of 
the terms and provisions of the proposed hwlenture and o: the 
Dc-in-r.tures, upon a motion euly -ride arid seconded an! unanimously 
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RfdOl Y;d), that the f rm oi Sho »> •»■•* 1 
1 11 i'*', j*r*is»*iit,* •» l 1 ! < 11 i-> !«!•'*** « 

holw**on iho Company and The Chase 
Manhattan Pack, N.A., or. Trustee, under 
which llio Com pany is lo issue tins Debentures, 
i.; ho.eby approved and iiv.it the Chairman, t’ 
Prosiriont, the Vice-CheIrman or any Exocu . e 
of Senior Vice-Pros iriont, end ouch of thorn, 
is hereby authorized on behalf of the Company 
lo execute on ! deliver the Indenture, under the 
seel of the Coi;• any, a Hasted, by the fjeo otnvy 
or .oi Assist int S- Miroioi y, wiili suen cnnii'jos 
th'roin end additions thereto es the ofticor or 
i >: fit-i :> ox-.-i-i.itinj such n.dr.n'uie ray d.oom 
necessary, appiopi iate or dosireblo, es 
conclusive ovidonce by her or his or their 
execution thereof; 


FURTHER RESOLVED, that the form of Debenture 
contained in the form of indenture presented to 
this mooting is hereby approved with such 
chances, if any, es may be ep proved by the 
officer or officers whose signatures or facsimile 
signatures s’r.all appear thereon, such approval 
to be conclusively evidenced by her or his or 
their signatures on the Debentures; , 


FURTHER RESOLVED, that the Chairman, the 
President, the Vice-Chairman, or any Executive 
or Senior Vice President of the Company, and 


each of them, by her or his signature or a 
facsimile thereof, are hereby authorised in the 
name and on behalf of the Company and under its 
corporate seal attested by the Secretary or one 
of the Assistant Secretaries by his signature or 
a facsimile thereof, to execute up to $11,2-50,064 
aggregate principal amount of Debentures in 
definitive form, and to deliver said Debentures to 
the Trustee under the Indenture for authentication 


and delivery in accordance with the terms thereof, 
and that the Trustee is hereby authorized and 


directed to 
or upon the 


authenticate and deliver the same to . 
ropiest of the Company as provided in 


the In' ar.ture; 





FURTHER RESOLVED, in cone any officer of the 
Company who shall hive signed ony of the 
Debentures, manually or in facsimile, shell 
cease to be such officer before the Debentures 
so signed shall have boon authenticated and 
delivered by the Trustee under the Indenture, 
or disposed of by the Company, such Debentures 
r.ovoi lb-doss may be authenticated and delivered 
or disposed of as though the person who signed 
such Debentures had not ceased to be such 
o'ficer of the Company; and 


FURTHER RESOLVED, that The Chase Manhattan 
Bank, N.A. is hereby appointed Paying Agent for 
the purpose of payment of principal and interest 
in accordance with the provisions of the Indenture 
end the Debentures, in the forms in which they 
shall be executed ai d delivered pursuant to the 
foregoing resolutions; provided, however, that 
the Company may at any time elect to act as its 
own Paying Agent or appoint additional or substitute 
Paying Agents; and 


FURTHER RESOLVED, that the Chairman, the Pr sklent, 
the Vice-Chairman or any Executive or Senior Vice 
President, and each of them, are hereby authorized 
on behalf of the Company to purchase, or arrange 
for the purchase of. Debentures in connection with 
the sinking fund under the provisions of the Indenture. 


n 

The Chairman then discussed 


proposed agreements with White, 


Weld & Co. Incorporated as Dealer Manager for the Exchange Offer 

S 

and with The Chase Manhattan Bank, N.A. as Exchange Agent. Upon 
a motion duly made, seconded and unanimously adopted, it was 


RESOLVED, that the forms of the following 
agreements presented to this meeting are 
hereby approved and that the Chairman/* 
President, Vice-Chairman or any Executive . 
or Senior Vice President of the Company, and 
each oi them, are hereby authorized on behalf 
o: the Company to execute arm dc-’.iver tho 
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(n) a Dealer ! Onager Agreement between 
tno ( ^°»npnny and White, Wold & Co. 

Incorporated, 

0>) an Exchange Agont Agreement between 
Uio Company and The Ch.,ao Manhattan hank, 

, 1,1 c, 1 ch CllSG such changes and 

nod it ions, if any, as may bo approved by the 
o.iieor or officers executing the pai tieclar 
narcoinont, such approval to bo conclusively ‘ 

", v * ‘ ll1 ' 1 ^ ,jy 1''f, his or their execution of 
Iiio agreement. 

Th0 C! " !! ‘ n; "’ i,r ° 1MSU " *'»« l, '0 Company mnkn ^tion-for 
UMni ° l ,h ° on the American Stock EXchdn*, and raforrod 

to tha fact that in connection with such listing it would be necessary 

f0r ,h ° Co " ,pany to r °9 l5tor the Debentures with the Securities and ’ 
lixchanjo Conur.isslon pursuant to Section 12(b) of the Securities 

ixch.'tv.a Act oi 1934. Upon a motion duly made and seconded and 
unanimously adopted, it was 

r 

hi bOf.VLD, that application bo mado to tho American 

SirMn^ 3 ^ • f ° r th ° HSting ° f th ° W7j Sl!b '^dir.atod 
Sin-onj fund Debentures due November 1, 193-3 of the 

Company and that Mary Wells I. nvrence and Frederick 

di’re- ^ ° r th0m ai '° hGroby authorized and 
directed by the Company to sign, on its behalf, the 

aforementioned application and any listing agreements 
or cocuments required by said Exchange in conjunction 
t.it,ie.vith and to mv;c such changes in any of same as 
08 noc essary to cenform with the requirements for 
lacing, and to appear (if requested) before officials of 
Said Exchange; and 

FURTHER RESOLVED, that the officers .of the Company 
ure nereoy authorised end directed in'the name and 

. . " J ne - rapare, execute and 

.lie ..itii t"e Spru' -...I „ 

... ....... jf- s ' -o-nanve Commission a 

.-H.d.ion.dement on Form 8-A, or such other 
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‘«'i Ml a:; counsel !i.C»y advise, end uuy .. i ,,n 
exhibits and o ner do rumonts relating th..-r.?io 
or roquirod by law or regulation in connection 
therewith, in order to effect Hut registration 
under the Securities Exchange Aot of 193-1 of 
the Debentures, end any and oil amendments 
to sold Registration Statement, all in such form 
os the officers executing the same, with the 
advice of counsel, troy deem u >cosr;*iy or 
desirable. 


Hie Chairman proposed that the share; 


zeacquiicd by the Company purseint to the I! 


cancelled and thereby restored to the status 
unissued shores. Thereupon, upon a notion 


3 of Common Slock, 
’xchiitgo Offer be 
of authorised but 
duly in.iue end seconded 


and unanimously acioiJtod, it was: 


RESOLVED, that shares of Common Stock re¬ 
acquired by the Company pursuant to the 
Exchange Offer shall be cancelled and thereby 
restored to the status of authorized but unissued 
shores. 


It 


was suggested that the officers of the Company 


oe given 


general authority to carry out the purposes of the foregoing resolutions. 
Upon a motion duly made, seconded and unanimously adopted, it was 


KLSOLVED, that the appropriate officers of 
the Company are hereby authorized and empowered, 
in the name and on behalf of the Company, to 
take any action, and to execute, by manual or 
facsimile signature, and deliver any and all 
letters, documents or other writings that they 
deem necessary, appropriate or desirable to 
carry out the purposes and intent of-each and 
all of the foregoing resolutions. 

. :4 ‘ 

ihero being no further business before the Board of Directors, 
0:1 5r,Vfcloa seconded, the . . eting was adjourned. 




Hof / .» 


3 ' \ W . 


• • 


i 


l * .. .. 
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PLAINTIFFS EXHIBIT 28 

tatter Dated January 3, 1974, from Mary Lawrence 
to Arnold M. Grant, Eeq., with enclomre* 
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1 PT ATNTIFS 

9U> X» I767S&n~ /J£~ %X Jffl. <00*! / @fy S'UJOO 


January 3, 1974 

Arnold M. Grant, Esq. 

Compensation Committee Chairman 
477 Madison Avenue 
New York, New York 

Dear Mr. Grant: 

I am enclosing herewith to you and the members of your 
Committee my recommendations for awards pursuant to the 
Company’s Executive Incentive Plan (the "Plan") and the Officers' 
Deferred Incentive Program (the "Program"). 

The Company’s auditors, Haskins & Sells, have informed us 
that the amount of the net earnings from operations by the Company 
and its subsidiaries, before deduction for income taxes, for the 
Plan Year ended October 31, 1973 is $7,423,806.21. Accordingly, 
the Annual Fund available for grants of awards is $742,380.62. 

The Program requires that fifteen (15%) percent of this Annual Fund 
or $111,357.09 be made available for awards to eligible officers 
thereunder. 

Please note that the recommendations for awards contained 
in this letter meet with the allowable limitations and other 
requirements set forth in the Phase IV Pay Regulations. 

I recommend that the Compensation Committee grant cash 
awards as indicated to the following executives pursuant to the 
Executive Incentive Plan: 


Name 

Title 

Amount 

Charles Moss 

\ 

President 

$30,000 

Richard T. O’Reilly 

Executive Vice President 

15,000 

John V. Burns 

Senior Vice President 

10,000 

Frank G. Colnar 

Senior Vice President 

15,000 

Frederick L. Jacobs 

Senior Vice President 

15,000 

Martin Stern 

Senior Vice President 

10.000 


$95.000 


Total 


V/ UVi kl | 
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Arnold M. Grant, Esq. 
January 3, 1974 
Page 2. 


In addition, I recommend that the Compensation Committee 
grant awards, as indicated, to the following eligible employees who 
by their efforts have produced outstanding results for the Agency, such 
awards to be held by the Company in accordance with the Officers' 
Deferred Incentive Program. 


Name 

Title 

Amount 

George D'Amato 

Vice President 

$13,362.85 

Herb Green 

Vice President 

13,362.85 

Lewis Wechsler 

Vice President 

13,362.85 

Clyde A. Wolfe 

Vice President 

13,362.85 

William McGivney 

Vice President 

8,908.57 

Martin Mitchell 

Vice President 

8,908.57 

Bert Neufeld 

Vice President 

8,908.57 

Arnold Weinrlb 

Vice President 

8,908.57 

Hal Altman 

Vice President 

4,454.28 

Richard Freedman 

Vice President 

4,454.28 

Robert Igiel 

Vice President 

4,454.28 

Gerald Kessler 

Vice President 

4,454.28 

Maurice Mahler 

Vice President 

4.454.29 


Total $111.357.09 


Pursuant to the Company's employment agreements with 
Stewart Greene and myself, as heretofore approved by the Committee 
and the Board of Directors, Mr. Greene and I shall receive for the 
current Plan Year awards of $26,280.27 and $185,595.16, respectively. 

If the Committee grants the awards as recommended herein, 
a total sum of $418,232.52 will have been used for awards from the 
Annual Fund for the current Plan Year thereby returning a balance of 
$324,148.10 for use by the Company as general purpose funds. 

Copies of the Executive Incentive Plar ^nd the Officers' 
Deferred Incentive Program are enclosed for your con. 'ence. 


\ 
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Arnold M. Grant, Esq. 

January 3, 1974 
Page 3. 


“? he ^commendations contained herein are acceptable to 
you, will you kindly give your approval by signing the letter in 
he space provided. Please return the slg^ed'copy of th! fetter 
to me at your earliest convenience. 


Very truly yours. 


cc: Mr. Troy V. Post 

Mr. Emilio Pucci 

enc: 


Mary Lawrence 



Awards Approved 

—— 

«jllce,- 
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As Amended by Stockholders 
March 10, 1971 


WELLS, RICH, GREENE, INC . 

EXECUTIVE INCENTIVE PLAN 

1. OBJECTIVES 

In pursuance of the policy of Wells, Rich, Greene, Inc. 

(the Agency") to provide incentive to key executive employees 

by enabling them to participate in the success of the Agency 
* t 

and its subsidiaries, the Agency, in accordance with this 
Executive Incentive Plan (the "Plan"), may make Incentive 
Awards ("Awards") in each fiscal year ("Plan Year") of the 

Agency to key executive employees of the Agency and its sub- 

/ 

sidiaries. 

2. ADMINISTRATION OF THE PLAN 

The Plan shall be administered by the Agency's Compensation 
Committee (the "Committee") which shall consist of at least 
three directors, the majority of whom shall be directors who 
are not employees of the Agency. The Committee shall have 
authority to interpret the Plan, to adopt such rules and regu¬ 
lations to carry out the Plan as it may deem advisable and to 
make determinations which shall be final and binding upon all 
persons. 

3. INCENTIVE AWARD ANNUAL FUND 

As soon as possible after the close of each Plan Year, 
the Agency's independent public accountants shall certify to 


the Committee the amount of net earnings of the Agency and 
its consolidated subsidiaries for the Plan Year just closed 
from operations, before any deduction for income taxes, whether 
Federal, state, or local and whether domestic or foreign, and 
before provision for such Plan Year for any Awards under the 
Plan. The Committee shall credit 10% of such amount (the 
"Annual Fund") for use in granting awards under the Plan for 
such Plan Year. To the extent that the entire Annual Fund so 
credited for any Plan Year is not used for the granting of 
Awards for such Plan Year, the Annual Fund shall be debited and 
the appropriate account of the Agency shall be credited in such 
amount, which shall not be available for Awards for subsequent 
Plan Years. 

4. DETERMINATION OF CANDIDATES 

The individuals to be granted Awards for any Plan Year shall 
be the Chief Executive Officer and any employees who are to be 
granted Awards pursuant to employment agreements approved by 
the Board of Directors of the Agency. In addition, such of 
the other employees of the Agency as the Committee designates 
as key executive employees who are expected to contribute or 
have contributed to a substantial degree to the Success of the 
Agency during such Plan Year shall be eligible to be granted 
Awards ("Candidates"). Designation does not guarantee to any 
Candidate that the Committee will grant an Award to him for such 
Plan Year. 
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5. GRANT OF AWARDS 

Within 60 days after the certification by the Agency's 
independent public accountants as described in Paragraph 3 and 
out of the Annual Fund credited for such Plan Year, the 
Committee shall: 

A. Grant an Award to the Chief Executive Officer 
equal to 25% of such Annual Fund; 

B. Grant awards pursuant to employment agreements 
approved by the Board of Directors of the Agency; and 

C. Grant awards to such of the Candidates and in 
such amounts as the Committee shall determine. At the 
same time, the Committee shall also provide, in accord¬ 
ance with Paragraph 6, for the manner of payment of 
such Awards. 

No individual shall be granted an Award in excess of his 
compensation for the Plan Year for which the Award is made. 

An individual's compensation for a Plan Year shall include 
his salary and deferred compensation with respect to services 
during such Plan Year. 


6. MANNER OF PAYMENT OF AWARDS 

All Awards shall be paid in cash, and at such times and 
upon such terms and conditions as may be determined by the 


Committee. 
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7. ELECTIONS BY CANDIDATES 

The Committee shall request that each individual to be 
granted an Award as described in Paragraph 4 and each Candidate, 
subject to such limitations as the Committee may determine, . 
submit to the Committee his irrevocable election in writing as 
to the number of payments in which his Award, if any, shall be 
made, the time or times of such payments and, where multiple 
payments have been elected, the proportional amounts of such 
payments. The election must be submitted to the Committee prior 
to the beginning of the Plan Year for which the Award may be 
granted. The Committee in its discretion may follow in whole 
or in part, or may decide not to follow, such an election. 

# 

8. DEATH OF RECIPIENT OF AWARD 

In the event of the death of a recipient of an Award, any 
unpaid portion of his Award shall be paid to his legal repre¬ 
sentative at the time that his Award would have been paid if such 
individual were living, or at such earlier time as the Committee 
in its discretion shall determine. 

9. AMENDMENT OR TERMINATION OF THE PLAN 

The Board of Directors in its sole discretion may discon¬ 
tinue the Plan at any time and may from time to time amend or 
revise the terms of the Plan; provided, however, that no such 
amendment or revision which increases the potential cost of the 
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Plan by a substantial amount shall be made unless approved by 
the stockholders. 

i 

10. GENERAL PROVISIONS 

No individual to whom an Award has been made shall have any 
right to receive the Award other than the right to receive the 
Award at the time specified by the Committee. Such right to 
receive the Award shall not be transferable except by will or 
by the laws of descent and distribution. Each payment of an 
Award shall be made from the general funds of the Agency and 
neither the Annual Fund nor any part thereof shall be represented 
by any special or separate fund. Neither the adoption of this 
Plan nor its operation shall in any way affect the right and 

power of the Agency or its subsidiaries to dismiss or discharge 
any employee at any time. 

11. EFFECTIVE DATE OF THE PLAN 

This amended Plan shall become effective on November 1, 

1970. 



11. Effective 
of the Program v: 

This Program shall be 
^effective as of November 1,1972 


(FFICERS’ 
EFERRED 
INCENTIVE 
PROGRAM 


Wells, Rich, Greene, Inc. 




u-i-N >»v Mi:-- 
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1. Introduction 


• .5ty *■« 


UN 


i:* 


Wells, Rich, Greene, Inc. 

(die “Agency”) has established the 
following Officers’ Deferred • 
Incentive Program (the “Program”) i 


2. Administration 
of the Program 


V A committee (the “Program 
Committee”) composed of Senior 

as a means of providing financial I Officers representing all departments 

' . i Ot the Agency shall be appointed 


incentives to key executive . } . . n j 

employees in accordance with the ; by theChaimanof the Board 

Pv«.,mW . (Who shall not be a member thereof) 

for the purpose of recommending 


terms of the Agency’s Executive , ■ 


Incentive Plan (the “Plan”). •;: li ; , uV^ - 

\ ■ 1 i . V .Awards hereunder and the recipL 

j • .V-’ : *^pi^xf thereof. The recommendations 

shall be forwarded to the Chairm 
'' . WShtf $. within 30 days after the establish 
• v-'.i, : \ .v- ■■•'/?* ; rnent of the Program Fund here- 

inafter provided for. 
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3. Award Fund i; 4. Eligibility 




As soon as practicable after 
the close of each fiscal year a 
“Program Fund” equal in amount 
to a minimum of 1.5% of the 
Agency’s net earnings shall be 
made available for use in granting 
Awards under the Program. The 
term “net earnings” shall mean the 
figure certified by the Agency’s 
independent certified public 
accountants as being the net earnings 
of the Agency and its consolidated 
subsidiaries for the fiscal year just 
closed from operations, before any 
deductions for income taxes, 
whether federal, state or local, and 
whether domestic or foreign, and 
before provision for such fiscal year " : 
for any Awards under this Program *. 
and the Plan. 


As of the effective date of the 
Program all employees who are 
officers of the Agency (except 
senior vice presidents and above) 
shall be deemed eligible for Awards 
hereunder (Eligible Employees). 
Thereafter employees become 
Eligible Employees when they are 
elected officers of the Agency. 


•\ . •• 


• '■ • ' . * * • • •... • * •’ # 



i • 
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5 . Grant of Awards ! • 6. Vesting ofAwards 


As soon as practicable after 
receipt of the Program Committee’s 
recommendations, the Chairman 


' | V/* » V4 I VOj TT Ail 

shall forward recommendations to >$ vested as follows: (a) 50% three 


An Award, including any 
v; increase in an Award resulting from 
’ an allocation of forfeitures, will be 


the Agency’s Compensation 
Committee 




V- 


years after the employee first became 
,.!} an officer of the Agency, (b) 75% 

•/ %. four years after the employee first 

became an officer of the Agency 
and (c) 100% five years after the 
.. f) employee first became an officer of 
; ■£ - the Agency. It is intended that the 
! In vesting period may commence 
I' prior to the effective date of the 
l ' . .j'/ ; Program. The appropriate percent- 

: • ■' pr, age of an Award made after a vesting 
. /[date will immediately vest. If an 

. , ' / , - i'iy employee’s employment with the 

|J jM. Agency and/or a subsidiary is 

. i • • . : ; terminated for any reason other 1 

;• . . j^'than death or disability, the unvested 

i ' portion of his Award will be 


/. , T.j 


t 


forfeited. In the event of death or 
f disability, as determined by the 
7 Compensation Committee, while 
in the employ of the Agency and/or 
: a subsidiary, Awards previously 
I granted to the employee will fully 
vest and will be paid to the employee 
or to his legal representatives in 
• accordance with paragraph 8 hereof. 




- ■' • • 4«i 
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7. Forfeitures 


at 

As of the end of each fiscal 
year, the Compensation Committee 
will allocate forfeitures occurring 
during that fiscal year pursuant to 
paragraph 6 hereof, to employees 
who are then employed by the 
Agency or a subsidiary and who 
were granted an Award for the same 
fiscal year for which the forfeited 
Awards were granted (“Award 
Year”). The forfeitures shall be 
allocated among such employees in 
the proportion that each of such 
employee’s Award for that Award 
Year bears to the total Awards for 
that Award Year which have not 
been forfeited. 



{ * i 

8. Payment of Awards 

Payment of the vested portion 
of the Awards shall be made in 
cash, annually, in equal installments, 
over a period of 5 years commencing 
on the January 1 next following 
the date of termination of employ¬ 
ment; provided, however, that the 
Compensation Committee, in its 
sole discretion, may accelerate the 
payment of all or any part of the 
vested portion of the Award to a date 
no earlier than the date of termination 
of employment. 
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9. General Provisions 

*Vfi.V • • ; ;V,*7^V;••••:. .. • ,;>7 

No Award shall be transferable 
except by will or by the laws of : 
descent and distribution. Each 
payment of an Award shall be made 
from the general funds of the 
Agency and neither the Program 
Fund nor any part thereof shall be 
represented by any special or 
separate fund. Neither the adoption 
of this Program nor its operation 
shall in any way affect the right 
and power of the Agency or its 
subsidiaries to dismiss or discharge 
any employee at any time. 
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10. Amendment or 
Termination of the 
Program 

The Agency, in its sole 
discretion, may discontinue the 
Program at any time and may from 
time to time amend or revise the 
terms of the Program. However, 
the Agency may not revoke or alter 
an outstanding Award in any 
manner unfavorable to an employee. 


1, ■ 
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CERTIFIED PUBLIC ACCOUNTANTS 


594a 


TWO BROADWAY 

NEW YORK 1000-4 

January 7, 1974 


The Compensation Committee of 
The Board of Directors, 

Wells, Rich, Greene, Inc., 

767 Fifth Avenue, 

New York, New York 10022. 


Dear Sirs: 

We have examined the consolidated financial statements 
oi Wells, Rich, Greene, Inc. (the "Agency") and subsidiary 
companies for the year ended October 31, 1973 and have rendered 
our opinion thereon dated January 7, 1974. Such opinion is 
qualified as follows: 

"Included in the consolidated balance sheet are deferred 
costs relating to a motion picture joint venture, scripts and 
other creative productions . Although management is of the 
opinion that all deferred costs will be recovered from revenues 
expected to be derived from the related productions, the ultimate 
future realization of such costs is not presently determinable. 

In our opinion, except for the effects, if any, on the 
1 LiiBnclal statements of the matter discussed in the preceding 
paragraph, the accompanying financial statements present fairly 
the financial position of the companies at October 31, 1973 and 
1972 and the results of their operations and the changes in 
their financial position for the years then ended, in conformity 

with generally accepted accounting principles applied on a consis¬ 
tent basis." 

As a part of our examination of the consolidated finan¬ 
cial statements of the Agency and subsidiary companies for the 
year ended October 31, 1973, we have examined the accompanying 
schedule of net earnings from operations as defined in the 
Executive Incentive Plan (adopted by stockholders on August 20 
1968 and amended March 10, 1971) for such year. 


The Compensation Committee of 
The Board of Directors, 

Uells, Rich, Greene, Inc. January 7, 1974 

In our opinion, except for the effects, if any, of the 
matter discussed in the second and third paragraphs above, such 
schedule presents fairly the amount of net earnings from opera¬ 
tions for the year ended October 31, 1973 as defined in the 
Executive Incentive Plan. 


Yours truly. 
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EXECUTIVE INCENTIVE PLAN OP 
WELLS, RICH. GREENE. TNG. 


COMPUTATION OP AMOUNT OF NET EARNINGS FROM 
OPERATIONS AS DEFINED IN THE EXECUTIVE INCENTIVE PLAN 
-- ■ FQR THE YEAR ENDED OCTORF.R 31, 1973 


THE AGENCY ^ SUBSIDIARY COMPANIES FOR THE 
YEAR ENDED OCTOBER 31, 1973. 

ADDITIONS: 


Provision for Federal and state income taxes. 
Provision for Executive Incentive Plan awards 


NET EARNINGS FROM OPERATIONS (AS DEFINED IN THE 
EXECUTIVE INCENTIVE PLAN) FOR THE YEAR 
ENDED OCTOBER 31, 1973. 


$3,630,553 

918,176 


$3,375,077 


9,098.729 
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HASKINS a SELLS 

CERTIFIED PUBLIC ACCOUNTANTS 


TWO'*' BROADWAY 

NEW YORK 10004 


January 4, 1973 


The Compensation Committee of 
The Board of Directors, 

Wells, Rich, Greene, Inc., 

767 Fifth Avenue, 

New York, New York 10022. 

Dear Sirs: 

We have examined the consolidated financial statements 
of Wells, Rich, Greene, Inc. (the "Agency") and subsidiary com¬ 
panies for the year ended October 31, 1972 and have rendered our 
opinion (which is qualified as therein set forth) thereon dated 
January 4, 1973. 

As a part o r our examination of the consolidated finan¬ 
cial statements of the Agency and subsidiary companies for the 
year ended October 31, 1972, we have examined the accompanying 
schedule of net earnings from operations as defined in the Execu¬ 
tive Incentive Plan (adopted by stockholders on August 20, 1968 
and amended March 10, 1971), for such year. 

In our opinion, such schedule presents fairly the 
amount of net earnings from operations for the year ended Octo¬ 
ber 31, 1972 as defined in the Executive Incentive Plan. 

Yours truly. 
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EXECUTIVE INCENTIVE PLAN OF 
WELLS. RICH. GREENE. INC. 

COMPUTATION OP / ’OUNT OF NET EARNINGS FROM 
OPERATIONS AS DEFINED . THE EXECUTIVE INCENTIVE PI AN, 
_ YEAR ENDED OCTOBER 31. 1972 _ ' 


;T INCOME OF THE AGENCY AND SUBSIDIARY COMPANIES FOR THE YEAR 
ENDED OCTOBER 31, 1972.. 

iDITIONS: 

Provision for Federal and state income taxes. $ 3 , 095,594 

Provision for Executive Incentive Plan awards. 259,614 


$3,009,863 


'L 355.209 


3' I'ARNINGS FROM OPERATIONS (AS DEFINED IN THE EXECUTIVE INCEN¬ 
TIVE PLAN) FOR THE YEAR ENDED OCTOBER 31, 1972.. .. 


‘ o 
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PLAINTIFFS EXHIBIT SO 

Lettsr Dated January 12, 1972, from Haaldns A Sell., 
with enclosure 
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HASKINS & SELLS 

CERTIFIED PUBLIC ACCOUNTANTS 


TWO BROADWAY 

NEW YORK 10004 


January 12, 1972 


The Compensation Committee of 
The Board of Directors, 

Wells, Rich, Greene, Inc., 

767 Fifth Avenue, 

New York, New York 10022. 

Dear Sirs : 


We have examined the consolidated financial statements 
of Wells, Rich, Greene, Inc. (the "Agency") and subsidiary com¬ 
panies for the year ended October 31, 1971 and have rendered our 
opinion (which is qualified as therein set forth) dated Jan¬ 
uary 12, 1972. 

As a part of our examination of the consolidated finan¬ 
cial statements of the Agency and subsidiary companies for the 
year ended October 31, 1971, we have examined the accompanying 
schedule of net earnings from operations as defined in the Execu¬ 
tive Incentive Plan (adopted by stockholders on August 20, 1968 
and amended March 10, 1971), for such year. 

In our opinion, such schedule presents fairly the 
amount of net earnings from operations for the year ended Octo¬ 
ber 31, 1971 as defined in the Executive Incentive Plan. 


Yours truly, 

~7^\f -a. ^ 1 




executive incentive pian of 

KELLS, RICH, GREENE. INC. 


COMPUTATION OF AMOUNT OF NET EARNINGS from 
OPERATIONS AS DEFINED IN THE HtMfSKS PIAN 
-IEAR ENDED OCTOBER .11 . 1g?1 ' 


■«“"» AND SUBSIDIARY COMPANIES FOR THE 


ENDED OCTOBER 31, 1971 . . . ..... ^™±ES FOR THE YEAR 

)DITIONS: . 


$2,619,006 


Provision for Federal and state income taxes a-> i,->r 

Pfovision for Executive Incentive Plan awards]! 9 ’ill’ll? 


?i”n? F~ E S 0 ^ A D S 0C D ^r 3 l IN INCEN- 

’ .. • • .$6,235.6S1 
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PLAINTIFFS EXHIBIT 31 

Letter Dated January 5, 1971, from Ha.kJn. & Sell., 

with encloanre 
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HASKINS a SELLS 

CERTIFIED PUBLIC ACCOUNTANTS 


TWO BROADWAY 

NEW YORK IOOO-4 


January 5, 1971 

The Compensation Committee of 
The Board of Directors, 

Wells, Rich, Greene, Inc., 

767 Fifth Avenue, 

New York, New York 10022. 

Dear Sirs: 

We have examined the consolidated financial statements 
of Wells, Rich, Greene, Inc. (the "Company") and subsidiary com¬ 
panies as of October 31, 1970 and for the year then ended, and 
have rendered our report thereon dated January 5, 1971. Our 
examination also comprehended the examination of the financial 
statements of the Company (excluding all subsidiaries) for the 
year ended October 31, 1970 on which we have not reported 
separately. 

As a part of our examination of the financial state- 
f ments of the Company for the year ended October 31, 1970, we have 
examined the accompanying sche ale of net earnings from opera¬ 
tions, as defined in the Executive Incentive Plan (adopted by 
stockholders on August 20, 1968), for such year. 

In our opinion, the accompanying schedule presents 
fairly the amount of net earnings from operations for the year 

ended October 31, 1970 as defined in the Executive Incentive 
Plan. 
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NET INCOME OF THE COMPANY FOR THE YEAR ENDED OCTOBER 31, 

107C, INCLUDED IN THE CONSOLIDATED NET INCOME FOR SUCH 

YRAR. . $1,885,749 

ADDITIONS: 

Provision for Federal and state income taxes. $2,075,075 
Provision for Plan awards. 122,500 2,197,575 

iET EARNINGS FROM OPERATIONS (AS DEFINED IN THE EXECUTIVE 
INCENTIVE PLAN) FOR THE YEAR ENDED OCTOBER 31, 1970. $4,083,324 
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PLAINTIFFS EXHIBIT 32 


Thro Letter® Dated June 26, 1974, Signed “Option* 
ruA Term® Approved” respectively by Arnold M. Grant, 
Troy V. Po»t and Emilio Pucci 
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Juno 26, 1974 

Arnold M. Grant, Esq. 

Compensation Committee, Chairman 

•177 Madison Avenue 

New York, New York 10021 

Dear Mr. Grant; 


Mrr.. Iciwrcnco has asked mo to forward to you and the members of your 
Committee, for consideration by the Committee, management's r^commenda- 
tion for awards of stock option grants to Charles Moss, President and 
l redcrick L. Jacobs, Executive Vice President, to purchase 2 0,000 and 
5,000 shares, respectively, of the Corporation's Common Stock. 


Messrs. Moss and Jacobs were previously awarded the following stock 
option grants pursuant to the Stock Option Plan; 


Date of Grant # of Shares 

CHARLES MOSS 

Purchase 

Price 

Type of 
Option 

Expiration Date 

G/27/G9 

5/10/71 

0/21/72 

10,000 

7,500 

13,750 

$14.00 

20.50 

22. 75 

Oual if i ed 

Tandem 

Tandem 

6/26/74 
5/9/76,6/9/11) 
0/20/77, 0/20/07. 

PR ED ERICK L. 

JACOBS 




5/10/71 

0/21/72 

7,500 

5,000 

$20.50 

22. 75 

Tandem 

Tandem 

5/9/76, 5/9/01 
0/20/77, 0/20/02 

It is requested that any option granted be in accordance with the terms 
of the Stock Option Plan, as amended, and contain the following provisions; 

1. 

That they be non-qualifted 

options. 

* 


2. 1 hat the option price be 10u% of the fair market value 

on the date on which the option is granted. 


3. That one third of the option granted may be exercised 
after six months from the date granted, one third eighteen 
months from the date granted and one third thirty months 
from the date granted. 



Arnold M. Grant, Esq. 
Page 2 
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4. That the rights to exercise a non* qualified option 
shall cxpiie not later than ion years from the 

date on which the option is granted. 

5. That, since these options arc f<>r more than 
5,000 shares, when exercised they may be paid for 
in installments subject to appropriate governmental 
regulations with regard to such installments and 
that interest on any unpaid installments shall be 
at the rate of 4 % per annum. 

lor your further information, I am enclosing herewith a current 
summary of the Stock Options. 

If the recommendations are acceptable to you, will you kindly 
indicate your approval by signing the letter in the space provided 
Please return a signed copy of this letter to me at your earliest 
convenience. 


Very truly yours. 





Frank G. Colnar 
Executive Vice President 


enc. 

cc: Mr. Troy V. Post 

Mr. Emilio Pucci 


Optlonsajid Terms Approved: 
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Juno 26, 19 74 


Arnold M . Giant, Esq. 
Compensation Committee, Chairman 
477 Madison Avenue 
Now York, New York 10021 

Dear Mr. Grant: 


Mm. Inwrence lias asked me to forward to you and the members of your 
Committee, for consideration by the Committee, management's recommenda- 
tion for awards of stock option grants to Charier. Moss, President and 
m cdcrick L. Jacobs, Executive Vice President, to purchase 2 0,000 and 
a, 000 shares, respectively, of the Corporation's Common Stock. 


Messrs. Moss and Jacobs were previously awarded the following stock 
option grants pursuant to the Stock Option Plan; 


Date of Grant 

# of Shares 

Purchase 

Price 

Type of 
Option 

CHARLES MOSS 


G/27/G9 

5/10/71 

0/21/72 

10,000 

7,500 

13,750 

$14.00 

20.50 

22.75 

Qualified 

Tandem 

Tandem 

FREDERICK L. JACOOS 



5/10/71 

0/21/72 

/ ,500 
5,000 

$20.50 

22. 75 

Tandem 

Tandem 


Expiration Date 


0/2 (i/74 
0/9/70,0/0/01 
0/2 0/7 7, 0/7.0/02 


5/9/70, 5/9/01 
0/20/77, U/20/02 


!t is requested that any option granted bo in accordance with the terms 
o the Stock Option Plan, as amended, and contain the following provision: 

1 . That they benon-qualifio:! options. 


2. That the option price bo 100% of the fair market value 
on the date on which the option is granted. 


3. That one third of the option granted may bo exercised 
after six months from the date granted, one third eighteen 
months from the date granted and one third thirty months 
from the date granted. 


Arnold M. Grant, Esq. - 
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4. That the rights to exorcise a non-qualtfieJ option 
shall expire not later than Leu years from the 

date on which the option is granted. 

5. That, since those options are lor more than 
5, 000 shares, when exercised they m.iy be paid for 
in installments subioct to appropriate governmental 
regulations with regard to such installments and 
that interest on any unpaid installments shall be 

et the rate of 4% per annum. 

lor your further information, I am enclosing herewith a current 
summary of the Stock Options. 

If the recommendations are acceptable to you, will you kindly 
indicate your approval by signing the letter in the space provided. 
Please return a signed copy of this letter to me at your earliest 
convenience. 


Very truly yours, 


Frank G. Colnar 
Executive Vice President 


enc. 

cc: Mr. Troy V. Post 

Mr. Emilio Pucci 


Optiops-and TermsMpproved: 
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June 26, 1974 


Arnold M. Grant, Esq. 

Compensation Committee, Chairman 

477 Madison Avenue 

New York, New York 10021 

Dear Mr. Grant; 

Mirs. Lawrence has asked me to forward to you and the members of your 
Committee, for consideration by the Committee, management's recommenda¬ 
tion for awards of stock option grants to Charles Moss, President and 
Frederick L. Jacobs, Executive Vice President, to purchase 20,000 and 
5,000 shares, respectively, of the Corporation's Common Stock. 

Messrs. Moss and Jacobs were previously awarded the following stock 
option grants pursuant to the Stock Option Plan; 


Date of Grant # of Shares 

CHARLES MOSS 

Purchase 

Price 

Type of 
Option 

Expiration Date 

6/27/69 

5/10/71 

8/21/72 

10,000 

7,500 

13,750 

$14.00 

20.50 

22.75 

Qualified 

Ta ndem 
Tandem 

6/26/74 
5/9/76,5/9/81 
8/20/77, 8/20/82 

FREDERICK L. 

JACOBS 




5/10/71 

8/21/72 

7,500 

5,000 

$20.50 

22.75 

Tandem 

Tandem 

5/9/76, 5/9/81 
8/20/77, 8/20/82 


It is requested that any option granted be in accordance with the terms 
of the Stock Option Plan, as amended, and contain the following provisions; 

1. That they be non-qualified options. 

2. That the option price be 100% of the fair market value 
on the date on which the option is granted. 

3. That one third of the option granted may be exercised 
after six months from the date granted, one third eighteen 
months from the date granted and one third thirty months 
from the date granted. 


Arnold M. Grant, Esq. 
Page 2 
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4. That the rights to exercise a non-qualifieJ option 
shall expire not later than ten years from the 

date on which the option is granted. 

5. That, since these options are for more than 
5, 000 shares, when exercised they may be paid for 
in installments subject to appropriate governmental 
regulations with regard to such installments and 
that interest on any unpaid installments shall be 

at the rate of 4 % per annum. 

For your further information, I am enclosing herewith a current 
summary of the Stock Options. 

If the recommendations are acceptable to you, will you kindly 
indicate your approval by signing the letter in the space provided. 

Please return a signed copy of this letter to me at your earliest 
convenience. 


Very truly yours. 



Frank G. Colnar 
Executive Vice President 


enc. 

cc: Mr. Troy V. Post 

Mr. Emilio Pucci 


Options and Terms Approved: 
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PLAINTIFFS EXHIBIT S3 


Three Utter* Dated April 16, 1974, Signed “Option, 
and Term. Approved” respectively by Arnold M. Grant, 
Troy V. Poat and Emilio Pncci 


1 



I 










614a 


PLAINTIFF, 


IF./W 


yttk9u,$> 


$r 

r W««>, t/.ttc. 


S'feA $/i+nu. /As tv tyf+tJt. „ VY/. /0032 / o/Yo -,i. 3 - 


WO 


April 16, 1974 



Arnold M. Grant, Esq. 
Compensation Committee Chairman 
477 Madison Avenue 
New York, New York 10021 

Dear Mr. Grant: 


Mrs. Lawrence has asked me to forward to you and to the members of your 

a C t oT^t® rati0n 57 ^ Committee ' management's recommend¬ 
ations for the following award of a stock option grant: 


Name 


Dick Jackson 


Descriptive Title 


Employment History Stock Options 
B_egan Salary Requested 


Executive Vice President- 4-8-74 $65,000 4,000 

Creative Director of Gardner 
Advertising Company, 

Incorporated 


At the time Mr. Jackson joined the Company, it was agreed that this 
recommendation would be made. 

L iS J e T^"; d th ^ any ° Pti ° nS grantod be ln accor danco with the terms of 
■o •S'.ock - ption Plan, as amended and contain the following provisions: 

1. That they be qualified options. 


2. That one third of the options granted may be exercised 
after six months from the date granted, one third 
eighteen months from the date granted and one third 
thirty months from the date granted. 

3. That the rights to exercise qualified options shall 
expire not later than five years from the date on 
which the option is granted. 


4. That the option price be 100% of the fair market value 
on the date on which the option is granted. 



Arnold M. Grant, Esq. 
Page 2 


April 16, 1974 


For your further information, I am enclosing herewith a current summary 
of the Stock Options. 


If the recommendation is acceptable to you, will you kindly indicate 
your approval by signing the letter in the space provided. Please • 
return a signed copy of this letter to me at your earliest convenience. 

S / 

/ 



Secretary 




cnc. 


cc: Mr. Troy Post 
Mr. Emilio Pucci 


Options and Terms Approved: 
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WELLS, RICH GREENE. INC. 


SUMMARY OF STOCK OPTION PLAN 
April 18, 19 74 


AMOUNT APPROVED BY 
STOCKHOLDERS 


AUGUST 19 68 

MAY 1969 

MARCH 19 71 

MARCH 19 72 

50,000 

35,000 

250,000 

28,750 

TOTAL AVAILABLE 

363,750 

ISSUED TO DATE 

346,544 

BALANCE AVAILABLE 

17,206 

SUMMARY 


Options Exercised to Date 

25,785 

Stock Subject to Option 

320,759 

Balance Available for Option 

17,206 

TOTAL 

363,750 

Total Issued 

498,877 

Less: Lapsed 59,966 

Accelerations 92,367 

152,333 

Issued to Date 

346,544 
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April 16, 1974 


Arnold M. Grant, Esq. 

Compensation Committee Chairman 
477 Madison Avenue 
New York, New York 10021 

Dear Mr. Grant: 

Mrs. Lawrence has asked me to forward to you and to the members of your 
Committee for consideration by the Committee, management's recommend¬ 
ations for the following award of a stock option grant: 

Employment History Stock Opt 
Name Descriptive Title Began Salap/ Request 

Dick Jackson Executive Vice President- 4-8-74 $65,000 4,000 

Creative Director of Gardner 
Advertising Company, 

Incorporated 

At the time Mr. Jackson joined the Company, it was agreed that this 
recommendation would be made. 

It is requested that any options granted bo in accordance with the terms of 
the Stock Option Plan, as amended and contain the following provisions: 

1. That they be qualified options. 

2. That one third of the options granted may be exercised 
after six months from the date granted, one third 
eighteen months from the date granted and one third 
thirty months from the date granted. 

3. That the rights to exercise qualified options shall 
expire not later than five years from the date on 
which the option is granted. 

4. i hat the option price be 100% of the fair market value 
on the date on which the option is granted. 



Arnold M. Grant, Esq 
Page 2 


April 1G, 1974 


618 * 


For your further Information, I am enclosing herewith a current summary 
of the Stock Options. 

If the recommendation is acceptable to you, will you kindly indicate 
your approval by signing the letter in the space provided. Please 



enc. 


cc: Mr. Troy Post 
Mr. Emilio Pucci 


OptiohS\and Term;? Approved: 


AMOUNT APPROVED BY 
STOCKHOLDERS 


AUGUST 19 68 
MAY 19 69 
MARCH 19 71 
MARCH 19 72 

TOTAL AVAILABLE 

ISSUED TO DATE 

BALANCE AVAILABLE 


SUMMARY 

Options Exercised to Date 
Stock Subject to Option 
Balance Available for Option 
TOTAL 

Total Issued 

Less: Lapsed 59,966 

Accelerations 92,367 

Issued to Date 


50,000 
35,000 
250,000 
28,750 

363,750 

346,544 

17,206 

25,785 
320,759 
17,206 
363,750 
498,877 

152,333 

346,544 




620a 


//.</&, c/rtoi*. J/,»ux/767 s/v+m-' IJ&vi&vJL, s/l\ty 706772 / r M'j,u 6-//.J66 

April 16, IS 7 4 


Arnold M. Grant, Esq. 
Compensation Committee Chairman 
*177 Madison Avenue 
Now York, New York 10021 

Dear Mr. Grant: 


Mrs. Lawrence has asked me to forward to you and to the members of your 
Committee for consideration by the Committee, management's recommend¬ 
ations for the following award of a stock option grant: 

Employment History Stock Optio. 
Name Descriptive Title Began Salar/ Rogues t v 

Dick Jackson Executive Vice President- 4-8-74 $65,000 4,000 

Creative Director of Gardner 
Advertising Company, 

Incorporated 

A*, the time Mr. Jackson joined the Company, it was agreed that this 
recommendation would bo made. 


It is requested that any options granted be in accordance with the terms 
the Stock Option Plan, as amended and contain the following provisions 


of 


1. That they be qualified options. 

2. That one third of tne options granted may be exercised 
after six months from the date granted, one third 
eighteen months from the date granted and one third 
thirty months from the date granted. 

3. That the rights to exercise qualified options shall 
expire not later than five years from the date on 
which the option is granted. 

4. that the option price be 100% of the fair market value 
on the date on which the option is granted. 



Arnold M. Grant, Esq. 
Page 2 
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April 16, 1974 


For your further information, I am enclosing herewith a current summary 
of the Stock Options. 

If the recommendation is acceptable to you, will you kindly indicate 
your approval by signing the letter in the space provided. Please 
return a signed copy of this letter to me at your earliest convenience. 

Very truly yours, 


Frederick L. Jacobs 
Secretary 


enc. 


cc: Mr. Troy Post 
Mr. Emilio Pucci 


Options and (TermT^proved: 






AMOUNT APPROVED BY 
STOCKHOLDERS 


AUGUST 19 63 

MAY 19 59 

MARCH 19 71 

MARCH 1972 

50,000 

35,000 

250,000 

28,750 

TOTAL AVAILABLE 

363,750 

ISSUED TO DATE 

346,514 

BALANCE AVAILABLE 

17,206 


SUMMARY 


Options Exercised 

to Date 

25,785 

Stock Subject to Option 

320,759 

Balance Available for Option 

17,206 

TOTAL 


363,750 

Total Issued 


498,877 

Less; Lapsed 

Accelerations 

59,966 

92,367 

152,333 

Issued to Date 


3 4 6,5 4 4 




PLAINTIFFS EXHIBIT 34 


Two Letter* Dated February 12, 1974, Signed “Option* 
and Term* Approved** by Arnold M. Grant and 
Troy V. Poet 
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February 12, 1974 


Arnold M. Grant, Esq. 

Compensation Committee, Chairman 
477 Madison Avenue 

New York, New York 10021 1 

Dear Mr. Grant: 

Mrs. Lawrence has asked me to forward to you and the members 
of your Committee, for consideration by the Committee, 
management's recommendation for an award of a stock option 
grant to Richard T. O'Reilly, Executive Vice President, to purchase 
10,000 shares of the Corporation's Common Stock. 


Mr. O'Reilly was previously awarded the following stock option 
grants pursuant to the Stock Option Plan: 


Date of Grant # of Shares 


2/12/69 

5/10/71 

8/21/72 


10,000 

7,500 

5,000 


*Lapsed on February 11, 1974 


Purchase Tyne of 

Price Option Expiration Pat • 


$15.00 

20.50 

22.75 


Qualified 2/11/74* 
Tandem 5/9/7G, 5/9/ 

Tandem 0/20/77, 8/2 


It is requested that any option granted bo in accordance with the terms 
of the Stocx Option Plan, as amended, and contain the following provisions: 

1. That it be a qualified option. 


2. That the option price be 100% of the fair market value 
on the date on which the option is granted. 

3. That one third of the option granted may be exorcised 
after six months from the date granted, one third eighteen 
months from the date granted and one third thirty months 
from the date granted. 

v.'.’t 





Arnold M. Grant, Esq. 
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4. That the rights to exercise a qualified option 
shall expire not later than five years from the 
date on which the option is granted. 

5. That, since the option is for more than 5,000 
shares, when exorcised it may bo paid for in 
installments subject to appropriate governmental 
regulations with regard to such installments and 
that interest on any unpaid installments shall be 
at the rate of 4% per annum. 

For your further information, I am enclosing herewith a current 

summary of the Stock Options. 


If the recommendation is acceptable to you, will you kindly 
indicate your approval by signing the letter in the space 

provided. Please return a signed copy of this letter to me at 
your earliest convenience, 


enc. 



cc: Mr. Troy V. Post 

Mr. Emilio Pucci 


Options pnd Terms Approved: 
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summary O? stop: optto: ; and INCENTIVE stgck purcuas — 

Febn.arv 12, 19//, • . 

• K- - - — ” - - • 


1 ' :i: 


AMOUXT APPROVED BY 
STOCKHOLDERS 

AUGUST 1960 
MAY ' 19 GO 
MARCH 19/1 
MARCH 19/1 


total available ’ • "•. 

ISSUED TO DATE V 

i «; , 

BALANCE AVAILABLE 
SUMMARY 


STOCK OPTIONS 


50,000 

35,000 

250,000 

20.750 


303,750 • 

336,544 ... 

27,205 ** 


Options Exercised to Date 25,7.35 

Stock Subject to Option *** 310,759 

% , • 
Balance Available for Option 27,206 


TOTAL 

Total Issued*** 


363,750 

<93,077 


Less: Lapsed 69,965 

Accelerations 92,367 162,333 


Issued to Date 


1 .* •’' • j • • 

• , « t 

• » .1 


335,544 


The term of the Incentive Stock Purchase Plan expired in August 1973. 

To.al Shares Available for Grant prior to Juno 20/ 1973 /, ’■•ir 

Shares acceleratod-Juno 13, 1973 92 357 . 

Shares granted Juno 2.0, 1973 subjoct to . 
stockholder approval at next annual meeting 01 20 *> n ir 

Lapsed - August 31, 1973 to February 11, 1974 ,* 

Sub-Total - 

Loss: Now Grants October 17, 1973 

* ' / J I • • i 

Total Available for Grant 


11. 105 

J.VH 5 . 

29,206 


***Includos 01,202 she.roo' grantod subject to StooW^lrWri 1 , MV „v, v . 


J . , '.'»o 

27,206 
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MEMORANDUM 


March 5, 1974 

To: Stanley Haspel 

From: Frederick L. Jacobs 

Subject: Stock Option Grant 

Attached is an approval of the Stock Option Grant to Richard 
T. O'Reilly for 10,000 shares executed by Arnold Grant. 

Mr. Grant delivered his approval to me at his office yesterday 
afternoon. Please send Mr. Grant a copy of the approval by 
Troy Post so that his records will be complete on this matter. 






oi ca 


snaroc 
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00 


F.cbruar/ 12 . 1974 


Arnold y. Grant, Esq. 

'...on.fcnsation Committee, Chairman 
-l77 Medison Avenue 
New York, New York 10021 


Dear Mr. Grant: 


o 1 r :; u U c~!: 0S r“ d m ° “ forward to *<>“ the members 


Mr. O'Reilly was previously awarded the following stock ootinn 
grants pursuant to the Stock Option Plan: P ? 


Date of Grant # of Sharer. 


Purchase 

Price 


2/12/69 

5/10/71 

0/21/72 


Type of 

Option Expiration l i 


10,000 

7,500 

5,000 


$15.00 

20.50 

22.75 


^Lapsed on February 11 , 1974 


Qualified 2 / 11 / 74 * 
Tandem 5/9/7C, 5 / 

Tandem 0/20/77, fi 




That it bo a qualified option. 


2. That the option price bo 100% of iho fair , 

on the date on which the option is gramod. ° 


afte/six mont'hff * T ° ption Cransod »»» be exorcised 



P.fcbc: iptive Title 


Incentive Stock 

n , Purchase Plan Stock Option 

Hate of Option @ ( 40 %) Plan' # „„ . . 

Craru^ .Price » Shore, 


TT __ 


Start! 









* ,, Ahat the risnts to exercise a qualified option 
shail expire not later than five years from the 
aate on which the option is granted. 


^'^ hat ' Sincc tho °P tion is 'or more than 5,000 

rnstait;. ; on cxorciscd i: for ln 

!!: !“■ mS SUOjOC£ to fi PP‘OP'^te governmental 

tlmi Zt r ° Vj0rd t0 such i'-stoliments and 

a^tU r any un?aid lnst allrr.onts shall be 

at tho rate ot 4% per annum. 


XXiSS,!" * acte8 ‘“« h “-“‘*— 


“ *>“• Will you klndlJr 






// 

.Voiy.tnily yoiifs, 


/ I, ^ // 

rVeconck L^Jocobs 
/ ^Secretary </ 

!/ 


enc. 


Mr. Troy V. Post 
Mr• Emilio Pucci 


Options and Terms Approved: 


'Y's./lbf/ 


f 


w. ■>. 

Ur^W 





* -V 


,f rent History 
Raises 


Stock 






PLAINTIFF’S EXHIBIT 35 

Two Letter* Dated October 16, 1973, Signed ’’Option* 
and Term* Approved” by Arnold M. Grant and 
Troy V. Poat 
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October 16, 1973 


Arnold M. Grant, Esq. 
Compensation Committee Chairman 
477 Madison Avenue 
New York, New York 10021 

Dear Mr. Grant: 


Mrs. Lawrence has asked me to forward to you and to the members 
of your Committee for consideration by the Committee, management's 
recommendations for the following awards of stock option grants: 


Name 


Descriptive Title 


Employment History Stock Options 
Began Salary Requested 


Tom Heck Art Director 

Robert Kuperman Art Director 


10-1-73 $75,000. 1,000 

9-17-73 75,000. 1,000 

e 


At the time Messrs. Heck and Kuperman joined the Company, it was 
agreed that these recommendations would be made. 


It is requested that any options granted be in accordance with the terms 
of the Stock Option Plan, as amended and contain the following provisions: 


1. That they be non-qualified options. 

2. That one third of the options granted may be exercised 
after six months from the date granted, one third 
eighteen months from the date granted and one third 
thirty months from the date granted. 

3. That the rights to exercise non-qualified options 
shall expire not later than ten years from the date 
on which the option is granted. 

4. That the option price be 100% of the fair market value 
on the date on which the option is granted. 


For your further information, I am enclosing herewith a current summary 
of the Stock Options. 





I JCSCriDf ivn Tifln 


f*l r ■» nf 


n, 


U r *» 


Arnold M. Grant, Esq. 
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October 16, 1973 


If the recommendations are acceptable to you, will you kindly 
indicate your approval by signing the letter in the space provided. 
Please return a signed copy of this letter to me at your earliest 
convenience. 



enc. 

cc: Mr. Troy V. Post 
Mr. Emilio Pucci 


Options and Terms Approved 
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WELLS , RICH. ■ .kLENL. INC. 


September 3 3. 1973 



STOCK OPTIONS 

INCENTIVE STOC 

HMUUW1 AmiOVED BY 

STOCKHOLDERS 

AUGUST 1968 

50,000 

50,000 

MAY 1969 

35,000 

35,000 

MARCH 1971 

250,000 


MARCH 1971 

28.750 

-- 

TOTAL AVAILABLE 

363,750 

85,000 

ISSUED TO DATE 

347.9 19 

85.000 

Balance available 

15.831 ** 

-0- 

SUMMARY 

Options Exercised to Date 

25,485 


Stock Subject to Option *** 

322,434 


Balance Available for Option 

15.831 

0 

TOTAL 

363,750 


Total Issued*** 

496,877 


Less: Lapsed 56,591 

Accelerations 92.367 

148.958 


Issued to Date 

347.9 19 



* The term of the Incentive Stock Purchase Plan expired In August 1973. 


★ ★ 


Total Shares Available for Grant prior to June 20, 
Shares accelerated-Juno 13, 1973 
Shares granted June 20, 1973 subject to 
stockholder approval at next annual meeting 
Lapsed - August 31, 1973 

Total Available for Grant 


1973 

92,367 

4,596 

81,202 

11, 165 


70 


15.83 1 


***Includes 81,202 shares granted subject to Stockholders' approval. 




IS) Mnv\ 
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October 16, 1973 


Arnold M. Grant, Esq. 
Compensation Committee Chairman 
477 Madison Avenue 
New York, New York 10021 

Dear Mr. Grant: 


Mrs. Lawrence has asked me to forward to you and to the members 
of your Committee for consideration by the Committee, management's 
recommendations for the following awards of stock option grants: 

Name Descriotive Title Employment History Stock Options 

— - Bogan Salary Requested 

Tom Heck Art Director 10-1-73 $75,000. 1,000 

Robert Kuperman Art Director 9-17-73 75,000. 1 000 

fr 

At the time Messrs. Heck and Kuperman joined the Company, it was 
agreed that these recommendations would be made. 


It is requested that any options granted be in accordance with the terms 
of the Stock Option Plan, as amended and contain the following provisions: 

1. That they be non-qualified options. 

2. That one third of the options granted may be exercised 
after six months from the date granted, one third 
eighteen months from the date granted and one third 
thirty months from the date granted. 

3. That the rights to exercise non-qualified options 
shall expire not later than ten years from the date 
on which the option is granted. 

4. That the option price be 100% of the fair market value 
on the date on which the option is granted. 


For your further Information, 
of the Stock Options. 


am enclosing herewith a current summary 



m " »» msiorv 
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Arnold M. Grant, Esq. 


October 16, 1973 


If the recommendations are acceptable to you, will you kindly 
Indicate your approval by signing the letter in the space provided. 
Please return a signed copy of this letter to mo at your earliest 
convenience. 


Very truly yours, 


Frederick L. Jacobs 
Secretary 


enc. 

cc: Mr. Troy V. Post 
Mr. Emilio Pucci 


Options and Terms Approved: 
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WELLS, RICH r ,?RP ENE. iMC. 

S U MMARY OF STOCK OPTIONS A ND INCENTIVE STOCK PURCHASES 

September 30, 197? 


AMOUNT APPROVED BY 
STOCKHOLDERS 


STOCK OPTIONS 


INCENTIVE STOCK PTTPrmqr* 


AUGUST 1968 
MAY 1969 

MARCH 1971 
MARCH 1971 


50,000 

35,000 

250,000 

28.750 

50,000 

35,000 

TOTAL AVAILABLE 


363,750 

85,000 

ISSUED TO DATE 


347.919 

85,000 

BALANCE AVAILABLE 


15.831 ** 

-0- 

SUMMARY 




Options Exercised to Date 

25,485 


Stock Subject to Option *** 

322,434 


Balance Available for Option 

15.831 

* 

* 

TOTAL 


363,750 


Total Issued*** 


496,877 


Less: Lapsed 

Accelerations 

56,591 

92,367 

148.958 


Issued to Date 


347.9 19 



The term of the Incentive Stock Purchase Plan expired In August 1973. 


** Total Shares Available for Grant prior to June 20, 1973 

O V* ^ _ 1 _, I W _ _ 1 


Shares accelerated-June 13, 1973 
Shares granted June 20, 1973 subject to 
stockholder approval at next annual meeting 
Lapsed - August 31, 1973 

Total Available for Grant 


92,367 


81,202 


4,596 


11, 165 
_ -70 


***Includes 81,202 shares granted subject to Stockholders' approval. 


15,83 1 
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PLAINTIFFS EXHIBIT 36 

Latter Dated July 19, 1973, from Frederick L. Jacobs, 
with attachments 



r» .\prriFF 




v/ C<_ S\JL- / *J ~^S 
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■«■ <$-#300 


June IS, 1973 


Arnold M. Grant, Esq. 

Compensation Committee, Chairman 
'177 Madison Avenue 
New York, New York 10021 

Dear Mr. Grant: 

~s=ssr;r:r,rzr 

“•“»==• “-si? ^ 

requested b^ch * T the ^ number of shaJes 

r!n f ♦? ? h b accelerated and a form copy of the letter 

questing acceleration submitted by each such stock optionee. 

1973 mV he meeUn9 ° f tHe P ° ard ° f Direct ors to be held on June 20 
9 3, management intends to recommend that such acceleration • ' 

• it .he“L b u e ar^: : r„ u g b . iect to approrai of tha 

otherwise'fndicifted > . n ~ < * Ua££££ed ^ Pt "•»« 

£ zzxzFoXi s:r 

. f r?hetrtra. sramed •* “• ——~ 
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4) Thot the rights to exercise non-qualiried options shall 
expire not later than ten years and qualified options not 
later than five years from the date on which the option is 
granted. 

5) That the option price be 100/G of the fair market value 
on the date on which the option is granted. 

G) That options of 5,000 shares or more, when exercised, 
may bo paid for in installments subject to appropriate 
governmental regulations with regard to such installments 
and that the interest on any unpaid installments shall be 
at the rate of 4% per annum. 

Tor your further information, I am enclosing herewith a summary 
of the stock options prior to acceleration requests, and a summary of 
the stock options assuming acceptance by the Board of the acceleration 
requests. 

Management has consulted with Hughes Hubbard & Reed in the 
establishment and implementation of the foregoing procedures herein 
to assure that all legal requirements with regard to the acceleration 
requests and the issuance of any new grants of stock options have 
been satisfied. 


If the recommendations are acceptable to you, will you kindly 
indicate your approval by signing both this letter and the schedule 
of management's recommendations in the space provided. Please 
return the same to me at your earliest convenience. 


Also enclosed is a Schedule of Officers' Salaries (non-contractual) 


If you have any questions about any of the foregoing, please do 
not hesitate to call me. j[ 


cnc. 

cc: Mr. Troy V. Post 
Mr. Emilio Pucci 

Options and Terms Approved: 
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Schedule of Employees Requesting Acceleration 
- of Stock Opt, an Expiration Dates 


Name 

Abarquez, J. 
Altman, H. 
Malty, J. 
Manner, M. 
Burns, J. 
Caulfield, A. 
Challis, D. 
D'Amato, G. 
Dragoti, S. 
Durham, K. 
End, J. 
Freedman, R. 
Frey, J. 
Gibson, C. 
Goldsmith, I. 
Green, H. 
Hamm, C. 
Haspel, S. 
Hughes, J. 
Hysen, M. 
Igiel, B. 
Jacobs, M. 
Jewett, E. 
Kessler, G. 
Loughrane, F. 
Mahler, M. 
Mansfield, M. 
McHugh, B. 
Meyer, E. 
Minicucci, V. 
Mitchell, M. 
Moran, F. 
Neufeld, P. 
Olesky, B. 
Ranson, J. 
Resnick, D. 
Roberts, G. 
Singer, H. 
Stern, M. 
Truffelman, J. 
Tsao, A. 

Van Stom, A. 
Wechsler, L. 
V/einrib, A. 

Wiethaupt, W. 
Wolf, R. 

Wolfe, C. A, 
Zucker, H. 


Number of 


Shares Surrendered 

Name Descriptive Titli 

. 

250 


500 

''urns, I. Sr. Vico Presldei 

300 

Account Services 

367 


10,000 


1,500 

v’cllugh, P. Director of 

1,000 

Communication 

3,000 

Services 

11,400 


500 

tern, V. Sr. Vice Prcsider 

3,500 

Sales Director 


1,750 


500 

500 

500 

3,000 

2.500 
250 
650 

1.500 
400 
500 
200 

2.500 

7.500 
1,000 
1,000 

•3,600 

250 

250 

900 

75 

3,000 

1,000 

1.500 
3,000 

250 

1.500 

7.500 
25 

1,000 

750 

2,000 

750 

750 

300 

6,900 

500 


The options sot forth on this scl 



Total 


97.367 




■g_EC ON^'U NDATIONS TOR STOCK OPTION' GP-ANTS 
J UNE 18. 1973 

• Incentive Stock 

Purchase Plan Stock Option _ , 

Date of Option (o' (40%) D • , „ Ln^plo/rrent History Sto'-V. 


it 


7/07 55,000 8/69 7,500 

11/71 12,500 

12/72 15,000 90,000 


5/73 12.00 400 ($7.66) 


it 9/70 8.37S 


4/73 75,000 


75,000 


7500 


2500 


1/68 42,500 5/69 3,500 

4/70 4,000 

12/71 20,000 70,000 


icdule consisting 
oved. 




8.335 


3.600 


6.275 


f 

I 


V 


c* 


*1*9 








JUNE 18. 1973 







Date of 

Option 

Incentive Stock 
Purchase Plan 

Stock Option 





Name 

Owiic;iptive Title 

@ (4 0%) 

Plan',#' 

Shares 

Retraining 

Unexe.ciseH 


Employment History 


Grant 

Price 

# Shares 

starting Ra , SGS 

Current 

Itrran, H. 

Copywriter 


- . 



uate 

— Salary Date Amount 

Salary 








11/68 

23.000 8/69 2,000 


ox, B. 

Art Director 



, 




1,375 


''Arrato, G. 

Vice President 






11/72 

45,000 S -“ 00 

31,375 

4 5,000 








6/66 

35,000 6/67 5,000 



• 






9/68 10,000 


ragoti, s. 

President 



3,600 




11/69 10,000 

60,000 


WRG/Dragotl Ltd. 





7/67 

41.500 1/68 8,500 










12/68 10,000 


id, J. 

Vice President 

9/70 

8.375 


900 



9/69 '0,000 

70,000 





600 

3/69 

20,00010/69 2,500 










4/70 3,500 
11/70 4,000 
1/72 7,000 


*y, J. 

Vice President 

9/70 

8.375 


600 



1/73 10.000 

47,000 





300 

11/67 

21,000 10/68 4,000 



7/69 3,000 
11/70 3,000 
1/72 3,000 
1/73 6,000 40,000 


*Oi’alifiod 



Stock 
Options 
Reeuest prl 


450 

1,000 

2,550 


9,600* 


2,975 


450 
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Name 
ibson, C. 

een, H. 

cobs, M, 

ahler, M 

aran, F. 

urphy, P. 
)ufeld, D, 


Descriptive Title 


Incentive Stock 
Purchase Plan 

Date of Option @ (40%) 
Grant Price_If Shares 


Stock Option 

Plan II Rerralning Starting 

Shares Unexorcise d Date 


E mployment ITi sjOQf 

Raises Current 
Salary Date ' Amount Salary 


Stock 
Options 
Request cd 


Vice President 


Vice President 


Vice President 


-‘ Vice Prosldont 9/70 8.375 

Production 

Manager 

Copywriter 

Vice President 6/69 14.00 

Copywriter 6/70 8.375 

Ex.V. P./Gardner 
and Director of 
Creative Services 




6/67 

35,000 11/68 

5,000 






1/70 

' 5,000 






1/72 

2,475 






1/73 

2,600 

50,075 

450 



6/66 

35,000 8/67 

5,000 






9/68 

10,000 






11/69 

10,000 

60,000 

2,550 



6/67 

35,000 11/68 

5,000 






»/70 

5,000 






1/72 

2,475 






1/73 

2,000 

50,075 

450 

900 

300 

3/70 

40,000 1/72 

5,000 






1/73 

5,000 

50,000 

850 



7/67 

13,000 7/68 

. 1,300 






7/69 

1,300 






12/71 

858 






1/73 

905 

17,363 

70 



2/73 

40,000 


40,000 

1,000 

1500 

0 

12/68 

35,000 3/69 

5,000 



300 

0 


H/70 

3,000 






1/72 

5,000 






10/72 

12,000 

60,000 

2,550 
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?UN'E 1 8. 1973 


Name 
'.-lesky, B. 

Hanson, J. 

ttesnick, D. 

Singer, H. 


Descriptive Title 
Vice President 

Vice President 


Copywriter 


Vice President 


T'uffelman.J. 


Production 

Manager 


Tsao, A. 


Vice President 


Incentive Stock 

Purchase Plan Stock Option Pmn . 

Date of Option @ (AQ r A) pi, n u ■ „ Cmployment _History 

^ S, = ^ ^ c r „, 


9/70 8.37' 


1/70 13.00 


Stock 
Options 
Request ed 


6/C 9 

22,000 

6/70 

5,000 





12/71 

5,000 





1/73 

5,000 

37,000 

850 

2/69 

30,000 

1/70 

5,000 





U/70 

3,000 





12/71 

5,000 





12/72 

7,000 

50,000 

1.275 

3/69 

35,000 

1/71 

3,500 





4/71 

6,500 

45,000 

2,550 

6/6P 

15,000 

1/67 

3,000 





11/67 

7,000 





9/60 

5,000 





9/69 

5, 100 





11/70 

3,000 





12/71 

. 2,095 





1/73 

2.210 

42,406 

1,275 

11/66 

7.200 

5/67 

500 





11/67 

1,920 





11/60 

2,600 





5/69 

2,600 





4/70 

1,040 





12/71 

872 





1/73 

920 

17,652 

25 

4/69 

50,000 

• 


50,000 

850 





IkMM 


1UNE 19. 197.1 


- Name .De scriptive Ti 

sity, J. Vice President 

Caulfield, A. Wells, Rich i 


Date of Option @ (-10%) 

Descriptive Title. Grant Price it sh.ir»c 


Incentive Stock 
Purchase Plan Stock Option 
@ Plan.S 

# S hares Shares_ 


Wells, Rich, Greene, 
Ltd. (London) 
Managing Director 


hallis, D. Vico President 


Hamm, C. 


Vice President 

6/69 

O 

o 

V 

700 


8/70 

6.00 


5/71 

20.125 

1250 


'owett, E. Vice President 

Loughrnne, P. Executive VP 
Gardner 

Mansfield, M. Vico President 
Meyer, E. Account Executive 


Executive VP 
Gardner 


n , , .Employn-cn t History S'ock 

Regaining Startina ~ 

i^iCI£ised —Date— Sajary DalTwunt sX? 


1/71 

30.000 



30,000 

2 70 

11/68 

22,000 

1/70 

5,000 





8/72 

6,000 

33.000 

1.275 

11/70 

23,000 

1/72 

3,500 





3/72 

2,000 





2/73 

5.000 

33,500 

850 

6/67 

30,000 

2/69 

4,000 





2/70 

4,000 





1/72 

4,000 





2/73 

8,000 

50,000 

2,275 

7/69 

25,000 

1/72 

2,500 





2/73 

2,500 

30,000 

180 

1/73 

80,000 



80,000 

6,275 

12/69 

28,000 

1/72 

4,000 





2/73 

4,000 

36,000 

850 

9/70 

26,000 

12/71 

1,430 





1/73 

2,000 

29,430 

225 


4 







Name 

Minlcuccl, V. 

Mitchell, M. 

Robert:'. 

Van Stom, A. 

Wcinrib, A. 

Wiethaupt, VV. 


incentive Stock 


Doscriotive Title 

Date of 
Grant 

Option 

Price 

Purchase Plan 
@ (40%1 
# Shares 

Stock Option 
Plan # 
Shares 

Regaining 

Unexercised 

Employment Hls'torv 

Starting Raises Current 

Date Salary Date Amount Salary 

Stock 
Options 
Request e 

Account Executive 






10/68 

16,000 

9/69 

2,000 











1/70 

2,500 











1/71 

2,000 











5/72 

1,000 





• 






5/73 

1,500 

25,000 

225 

Vice President 

6/69 

14.00 

300 

400 

0 

9/68 

24,000 

10/69 

2,500 




9/70 

0.375 


500 

167 



11/70 

3,000 











1/72 

3,000 











2/73 

3,500 

36,000 

810 

Vice President 

9/70 

8.375 


500 

167 

1/70 

25,000 

12/70 

3,000 


t 

j 









1/72 

2,500 


£ 









2/73 

3,000 

33,506 

225 £ 

Vice President 






11/68 

20,000 

1/70 

2,500 











11/72 

17,500 

40,000 

675 

Vice President 

6/70 

6.00 


500 

500 

11/69 

34,000 

12/71 

• 1,870 











2/3 

2,500 

38,370 

675 


Account Executivo 


1/73 42,500 


42,500 


675 







JUNE 18, 1973 


Name 


Incentive Stock 

Purchase Plan Stock Option r. , 

Date of Option (§* (40v&) Plnn !i „ t.rrployrr ent History Stock 


V/olfe, C. A. Vice President 


Wolf, R. Vice President 


9/66 29,000 2/67 3,500 

10/68 3,000 
1/70 4,500 
1/72 6,000 
2773 5,000 


50,000 5,800 


i/71 23,000 


1/72 2,500 
2/73 3,500 


29,000 


270 



/ 
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IUNE 18. 1973 


Name 


nrquez, J - . 


Incentive Stock 
Purchase Plan 

Date of Option @ (40%! 
Descriptive Title . Grant Price # Shares 

« 

Supervisor 
General Accounting 


Stock Option 
Plan f 
Shares 


Employment History 

Remaining Starting R aises Current 

Unexerciscd Date Sa 1 ary Date Amount Sal ary 


1/68 


10,000 7/68 1,000 
2/69 1,500 
6/71 2.000 
3/72 800 

11/72 1,500 


16,800 


anner, M. Staff Accountant 


rcedman, R. Controller 


5/71 20.125 750 

6/69 14.00 750 


0 


oldsmith, I. Supervisor 

Accounts Payable 


3/69 


14,000 8/69 2,500 
10/70 1,500 


18,000 


1/68 


4/67 


12,000 1/60 
5/66 
2/69 
8/69 
2/70 
2/72 


1,000 
2,500 
5.,000 
2,000 

2.500 

2.500 27,500 


8,320 9/67 
1/68 
5/60 
2/69 
11/69 
U/70 
12/71 
1/73 


780 

900 

1,000 

1,000 

1,000 

1,500 

797 

1,353 16,650 


os'sler, G. Vice President 


3/67 


15,000 1/68 3,000 
5/68 7,000 
2/69 5,000 
2/72 5,000 


35,000 


Stock 
Options 
Request ed 


225 

332 


1,490 



450 


2,125 







-2Li?,.me_ Doscripilvo V i tlo Grant^ r r j cc 

• * •:* T.' 7 

Hughes, J, Vice President 5/71 20.1! 


juNt: ta, 1973 

. Incentive Stock 

Purchase Plan Stock Option n , ... 

Date of Option (3> foo-xl PlVrJl n < • „ JI'HElpyjt^n.LlLL 5 .L°£Z Stock 

?sL - -SL_ SS* Si tJS* SE SSSS,. 


5/71 20.125 

6/70 6.00 


ilyscn, M. Vice President 10/68 17.50 


Igiel, R. 


Vice President 


Wechsler, L. Vice President 


Zucker, H. Vice President 1/72 23.75 


t 


Stock 


9/60 

24,000 

10/69 

2,000 





3/70 

6,000 





12/71 

1.7 60 





• 1/73 

1,856 

35,616 

585 

6/60 

35,000 

8/69 

3,500 





1/70 

3,500 





12/71 

2,310 


• 



1/73 

5,000 

49,310 

1.275 

9/67 

11,500 

4/68 

3,500 





4/69 

2,000 





6/70 

2,000 





8/70 

1, 000 





1/72 

3,500 





1/7 3 

2,500 

26,000 

360 

1/67 

25,000 

7/67 

5,000 





H/68 

5,000 





1/70 

4,000 





12/71 

2,1 45 





1/73 

5.355 

46,500 

1,700 

10/68 

13,000 

11/69 

1.500 





. 5/70 

2,500 





9/71 

4,000 





1/73 

2,000 

23,000 

450 
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Incentive Stock 


Name 

Descriptive Title 

Date of 
Grant 

Option 

Price 

Purchase Plan 
@ (-10%) 
if Shares 

Stock Option 
Plan $ 
Shares 

Remaining 

Unexercised 

Starting 

Date 

Employment History 

Raises Current 

Salary Dn'e Amount e.-il.iri/ 

Stock 
Options 
Request ed 

Durham, K. 

Vice President 

9/70 

8.375 


400 

400 

6/67 

6,760 

10/67 

520 











7/68 

1,560 












8/68 

1,169 












3/69 

5,000 












1/70 

10,000 




- 








1/72 

5,000 

30,000 

450 

Haspel, S. 

Assistant 

3/71 

20,125 

250 



1/70 

25,000 

1/72 

2,500 




Secretary 

9/70 

8.375 


500 

lf.7 



3/73 

3,000 

30,500 

225 I 


Summary of Shores A vail able Tor Grant 


Amounts Previously Approved by Stockholders 353,750 

Less: Issued To Date (Post Acceleration! 2 66,787 

Palance Available for Grants ' 96,963 

Grants Recommended Herein 81,202 





NAME 

Murray Hyscn 
Robert Igiel 
Murray Jacobs 
Edward Jewett 
Gerald Kessler 
Maurice Mahler 
Matthew Mansfield 
i'aul Margulies 
William McGivney 
Martin Mitchell 
Rert Neufeld 
David Ottey 
Gerald Ranson 
Gary Roberts 
Harold Singer 
Irving Sloan 


TITLE 

Vice President 
Vice President 
Vice President 
Vice President 
Vice President 
Vice President 
Vice President 
Vice President 
Vice President 
Vice President 
Vice President 
Vice President 
Vice President 
Vice President 
Vice President 
Vice President 


Alex Tsao 


- Vice President 


DATE 

STARTING 

SALARY 

CURRENT SAT.ARY 

6/68 

$35, 000 

$49,310 

9/67 

11,500 

26, 000 

6/67 

35,000 

50,375 

7/69 

25,000 

30,033 

3/67 

15,000 

35,000 

3/79 

40,000 

59,003 

12/69 

28,000 

36, 000 

9/66 

33,000 

50,000 

5/66 

22,009 

50, 003 

9/68 

24,000 

36, 003 

12/68 

35,333 

63, 333 

4/69 

25,003 

36,533 

2/69 

30, 000 

50,300 

1/70 

25,000 

33,500 

6/66 

15,000 

42,406 

7/67 

52,300 

57,003 

4/69 

50,003 

50,000 


4 
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NAME 

TITLE 

DATE 

STARTING 

S* T &RY 

CURRENT SALARY 

John Burns 

Senior Vice President 

7/67 

$55,090 

$90,999 

Martin Stern 

Senior Vice President 

1/68 

42, 599 

73,993 

John Baity 

Vice President 

1/71 

39,999 

39, 339 

Theodore Barash 

Vice President 

5/79 

55,999 

55,993 

Donald Challis 

Vice President 

11/79 

23,099 

33,539 

G..crge D* Am a to 

Vice President 

6/66' 

35,999 

69,993 

Katherine Durham 

Vice President 

6/67 

6,760 

33,933 

Jacqueline End 

Vice President 

3/69 

29,939 

47,339 

Richard Freedman 

Vice President 

9/67 

12,903 

27,590 

Jeffrey Frey 

Vice President 

11/67 

21,903 

43, 030 

Catharine Gibson 

Vice President 

6/57 

35,003 

53,375 

Herb Green 

Vice President 

6/56 

35,903 

63, 339 

Charles Hamm 

Vice President 

6/67 

39,993 

59,399 

Stanley Haspel 

Assistant Secretary 

1/79 

25,999 

39,509 

John Hughes 

Vice President 

9/53 

24,009 

35,616 
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NAME 

Michael Ulick 
Andre Van Stem 
Lewis Wechsler 
Arnold Weinrib 
Robert Wolf 
C. A. Wolfe 
Hans Zucker 


# 

TITLE 

Vice President 
Vice President 
Vice President 
Vice President 
Vice President 
Vice President 
Vice President 


STARTING 

date SALARY 

CURRENT SALARY 

6/6 0 

$40,003 

$45,003 

11/68 

20, 300 

43,003 

1/67 

25, 0)0 

•16,500 

11/69 

34,300 

38,373 

1/71 

23,000 

29,003 

9/66 

26,000 

50,000 

10/68 

13,303 

23,000 
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PLAINTIFFS EXHIBIT 37 

Two Lettan Dated May 24, 1973, Signed “Option! and 
Term! Approved** by Arnold M. Grant aud Troy V. Post 





// 4 '/ 3/, /?7S 
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May 24, 1U73 

Arnold M. Grant, Lsq. 

Compensation Committee Chairman 

477 Madison Avenue 

New York, New York 10021 


Dear Mr. Grant: 


Mrs. Lawrence has asked me to forward to you and to the members 
of your Committee for consideration by the Committee, management's 
recommendations for the following awards of stock option grants and 
an incentive stock purchase grant: 

H. Bart McHugh, Director-Communications, Services 

Shares Requested: Stock Option Incentive Stock Purc h ase 

3, 600 400 

, / 

0 • 

Employment History: 

Began employment: April 30, 1973 

Salary: . $75,000 

At the time Mr. McHugh joined the Company, it was agreed that this 
recommendation would be made and that he would be nominated for 
election as a Senior Vice President at the ner.t meeting of the Board 
of Directors. 

Charles Hamm, Vice President - Group Head 
Shares Requested: Stock Option 

1 , 000 

Employment History: 


Began employment: 

February 

Salary: 


$30,000 

Ra'ses: 

2/69 

4,000 


2/70 

4,000 


1/72 

4,000 


2/73 

8,000 

Current 

Salary: 

$50, 000 


1967 






Arnold M. Grant, Esq. 
Page 2. 
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Charles Hamm, Vice President - Group Head (cont.) 
PRIOR OPTIONS OR INCENTIVE PURCHASES (IP) 


D ate A mount Price 


6/69 7 0 0 (IP) $5.60 

t'69 725 H.00 

8 / 7 ° 1,000 6.00 

5/71 1, 250(IP) 8.05 

1/73 i * 500 16.75 


It is requested that any options granted be in accordance with the 
erms of the Stock Option Plan, as amended and contain the fol¬ 
lowing provisions: 


1. That they be qualified options. 


2. That the option price be 100% of the fair market 
value on the date on which the option is granted. 

3. That one third of the options granted may be 
exercised after six months from the date granted, 
one third eighteen months from the date granted 
and one third thirty months from the date granted. 

4. That the rights to exercise qualified options 
shall expire not later than five years from the 
date on which the option is granted. 


“ ‘Vi 30 1 : e<,uested that any grant of shares pursuant to the-Incentive 

of arant UrC £ aSe f" be elterclsabla within ninety days after the date 
grant. As you know, this Plan requires that the purchase price 

OP ,t!l V r C I S ' es be the graater of (i) 40% of the fair market value 

value of T'n 9 thS date of grant or <“> the consolidated book 

The O h 3 ns ° f ° Ct ° ber 31 ' 1972 • Accordingly, if granted 
the purchase price win be $7.66 per share, which is the book value 

per share as of October 31, 1972 since at the present market value 
(approximately $11.00) the book value is the greater sum. 
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Arnold M. Grant, Esq. 
Page 3 


For your information, lam enclosing herewith a current summary 
of the Stock Options and Incentive Stock Purchases. 


If the recommendations are acceptable to you, will you kindly 
indicate your approval by signing the letter in the space pro¬ 
vided. Please return a signed copy of this letter to me at your 
earliest convenience. // 


enc. 

cc; Mr. Troy V. Post 
Mr. Emilio Pucci 


Very truly yours,i 




Frederick L. Jacobs 


Secretary 


// 


Options and Terms Approved: 










RE ENT. . INC 
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WELLS . RTC G 


SUM VARY OF STOCK OPTIONS AND INCENTIVE STOCK PURC ITASES 


AS OF MAY 24. 197 3 


AMOUNT APPROVED 3Y 
STOCKHOLDERS 


STOCK OPTIONS 


INCENTIVE STOCK PURCUASr 


AUGUST 1968 
MAY 1969 
MARCH 1971 
MARCH 1972 

TOTAL AVAILABLE 

ISSUED TO DATE 

BALANCE AVAILABLE 

SUMMARY 

Options Exercised to Date 
Stock Subject to Option 
Balance Available for Option 
TOTAL 

Total Issued 
Less: Total Lapsed 
Issued To Date 


50,000 

35,000 

250,000 

28,750 

363,750 

356,821 

6,929 

25,285 

331,536 

6,929 

363,750 

4 11 ,075 
54,254 
356,821 


50,000 

35,000 


85,000 

84,600 

400 


' < 



S' 'i 




(■/// 


659a 
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May 24, 1973 


i ■> • - ,-* 

! • C •.., 
A0'.\';, 


» \ / 


nrp f> 

: : 11073 


Arnold M. Grant, Esq. 

Compensation Committee Chairman 
477 Madison Avenue 
New York, New York 10021 

Dear Mr. Grant: 

■ l. 1 ^* !.* r—:; p^r-, 

Mrs. Lawrence has asked me to forward to you and to the members.- 

of your Committee for consideration by the Committee, management’s 
recommendations for the following awards of stock option grants and 
an incentive stock purchase grant: 

H, Bart McHugh, Director-Communications, Services 

Shares Requested: Stock Option Incentive Stock Purchase 

3,600 400 

Employment History: 


\ • i \ 


1 


Began employment: 
Salary: 


April 30, 1973 
$75,000 


At the time Mr. McHugh Joined the Company, it was agreed that this 
recommendation would be made and that he would be nominated for 
election as a Senior Vice President at the next meeting of the Board 
of Directors. 


Charles Hamm, Vice President - Group Head 
Shares Requested: Stock Ootion 


1,000 


Employment History: 


Began employment: 

February, 

Salary; 


$30,000 

Raises: 

2/69 

4,000 


2/70 

4,000 


1/72 

4,000 


2/73 

8, 000 

Current 

Salary: 

$50,000 


nc. 



Arnold M. Grant, Esq. 
Page 2. 
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Charles Hamm, Vice President - Group Hoad (cont.) 
PRIOR OPTIONS OR INCENTIVE PURCHASES (IP) 


Date 

Amount 

Price 

• 

. . "•/ 

6/69 

700 (IP) 

$ 5.60 

• t ^ 


6/69 

725 

14.00 

• **' i 

' t 

.n, • 

8/70 

1,000 

6.00 


* . *• „ 

5/71 

1, 2 5 0 (IP) 

8.05 


* 

1/73 

1,500 

16.75 




It is requested that any options granted be in accordance with the 
terms o* the Stoc< Option Plan, as amended and contain the fol¬ 
lowing provisions: 



1. That they be qualified options. 

2. That the option price be 100% of the fair market 
value on the date on which the option is granted. 

f 

3. That one third of the options granted may be 
exercised after six months from the dote granted, 
one third eighteen months from the date granted 
and one third thirty months from the date granted. 

4. That the rights to exercise qualified ptions 
shall expire not later than five years from the 
date on which the option is granted. 

It is also requested that any grant of shares pursuant to the Incentive 
Stock Purchase Plan be exercisable within ninety days after the date 
of grant. As you know, this Plan requires that the purchase price 
for any such shares be the greater of (i) 40% of the fair market value 
on the day preceding the date of grant or (ii) the consolidated book 
value of such shares as of October 31, 1972. Accordingly, if granted, 
the purchase price will be $7.66 per share, which is the book value 
per share as of October 31, 1972 since at the present market value 
(approximately $11.00) the book value is the greater sum. 
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Arnold M. Grant, Esq. 
Page 3 


° rt ° rthyeTt ^°°™^ 

earliest convenience. C ° Py ° f // lis letter to me at your 


enc. 


VeryAruly^youi 1 , 

Frederick L. Jacobs 
/ Secretary j 


cc; Mr. Troy V. Post 
Mr. Emilio Pucci 


Op^ionSjnd Term*; Approved: 



/:■>. • / i . 


-/ / 


7 
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WELLS. RICH. GREEN. INC. 

SIJMMARY OF STOCK OP TIONS AND INCENTIVE STOCK PURCHASE 

AS OF APRIL 30. 1973 


AMOUNT APPROVED BY 
STOCKHOLDERS 


STOCK OPTIONS INCENTIVE STOCK PTn?rnftc :r 


AUGUST 1968 
MAY 1969 
MARCH 1971 
MARCH 1972 

TOTAL AVAILABLE 

ISSUED TO DATE 

BALANCE AVAILABLE 

SUMMARY 

Options Exercised to Date 
Stock Subject to Option 
Balance Available for Option 
TOTAL 

Total Issued 
Less: Total Lapsed 
Issued To Date 


50,000 

35,000 

250,000 

50,000 

35,000 

28,750 

— — 

363,750 

85,000 

356.821 

. 84,600 

6.929 

400 


25,285 

331,536 

6.929 

363.750 

411 ,075 
54.254 


356.821 



PLAINTIFFS EXHIBIT S8 

Two Identical Letter* Dated January 24, 197S, Signed 
by Arnold M. Grant and Emilio Pucci 
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January 24, 1973 


Arnold M. Grant, Esq. 

Compensation Committee Chairman 

477 Madison Avenue 

New York, New York 10021 

Dear Mr. Grant: 

Mrs. Lawrence has asked me to forward to you and to the members of 
your Committee for consideration by the Committee, management's 
recommendations for awards of stock option grants as set forth in 
the attached schedule. 

It is requested that any options granted be in accordance with the 

terms of the Stock Option Plan, as amended and contain the followina 
provisions: ” 

1 . That they be qualified options. 

2. That the option price be 100% of the fair market value 
on the date on which the option is granted. 

3. That one third of the options granted may be exercised 
after six months from the date granted, one third eighteen 
months from the date granted and one third thirty months 
from the date granted 

4. That the rights to exercise qualified options shall 
expire not later than five years from the date on which 
the option is granted. 


.../ 


• • • 
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Arnold M. Grant, Esq. 
January 24, 197 3 
Page 2. 


If the recommendations are acceptable to you, will you kindly 
Indicate your approval by signing both the letter and the attached 
schedule In the spaces provided. Please return one set of these 



cc: Mr. Troy V. Post 
Mr. Emilio Pucci 


Options and Terms Approved 


John V. Burnt 

Senior V.P.-Account Services 

2,500 

Creative 

Bert JJeufeld* 

vice President-Copywriter 
(Wells, Rich, Crccne, Inc.) 
Executive Vtce President and 
Director of Creative Services 
(Cardner Advertising Company, 
Incorporated) 

3,000 

Account Services 

Donald Challts 

Vice President-Account Supervisor 

500 

Charles Fryer 

Vico President-Croup Head 

750 

Charles Ham 

Vice President-Croup Head 

1,500 


Barry Loughranc 

Executive V.P. and Managing Director 
of Gardner Advertising Company 
Incorporated 

7,500 

Matthew MansfcId 

Viet Dresldcnt-Account Supervisor 

250 

Cary Roberts 

Vice President-Account Supervisor 

250 

Andre van Stois 

Vice President-Account Supervisor 

750 

Warren Utethaupt 

Croup Head 

750 


*.J. Ncufcld loft the Company In July, 1972 and was rohlred In October 
As a result of his voluntary tcrulnatlon l, 100 shares granted pursuant 
the Stock Option 1’lan and 400 shares granted pursuant to the Incentive 
Stock Purchase Plan lapsed and vero reacgulrcd, respectively. 


7/67 $55,000 8/63 $ 7,500 

11/71 11,500 $75,000 5/71 


17/68 35,000 3/69 5.000 6 /69 

11/70 3,000 6/69 

1/77 5,000 9/70 

8/77 12,000 60,000 5/71 


11/70 

23,000 

1/72 

3,500 


5/71 



3/72 

2,000 





2/73 

5,000 

33,500 


9/72 

50,000 



50,000 


2/67 

30,000 

2/69 

4,000 


6/69 



2/70 

4,000 


6/69 



1/72 

4,000 


8/70 



2/73 

5,000 

• 

5/71 

1/73 

80,000 



80,000 



12/69 

28,000 

1/72 

2/73 

4,000 

4,000 

36,000 

5/71 

1/70 

25,000 

12/70 

1/72 

2/73 

o o o 
o o o 

O to O 

on n 

33,500 

9/70 

11/68 

20,000 

1/70 

11/72 

2,500 

17,500 

40,000 



1/73 42,500 


1972. 

to 
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January 24, 1973 


Arnold M. Grant, Esq. 
Compensation Committee Chairman 
477 Madison Avenue 
New York, New v or k 10021 

Dear Mr. Grant: 


TOur"Committed f 3S aSke ^, me '° forward to V° u a " d to the members of 
your Committee for consideration by the Committee, management's 

Iha a«^ch H °"k S ',° r , awards of stoclc option grants as set forth in 
the attached schedule. 

“ l ® r ®^ U .® St ® d that an y options granted be in accordance with the 
provisions; 6 ^ ° Pti ° n Plan ' 9S amended and contain the following 


1. That they be qualified options. 

2 ‘ ,I ha i ‘. he ° P “° n prioe be 100% of »-= fa ‘t market value 
on the date on which the option is granted. 

3. That one third of the options granted may be exercised 
fter six months from the date granted, one third eighteen 
months from the date granted and one third thirty months 
from the date granted 


4. That the rights to exercise qualified options shall 
expire not later than five years from the date on which 
the option is granted. 
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Arnold M. Grant, Esq. 

January 
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If the recommendations are acceptable to you, will you kindly 
Indicate your approval by signing both the letter and the attached 
schedule In the spaces provided. Please return one set of these 



enc. 

cc: Mr. Troy V. Post 
Mr. Emilio Pucci 


Options and Terms Approved 

-. Cp 





lor V.P.-Account Services *.500 7/67 *55.000 8/69 $ 7.500 


e Presldcnt-Copyvrlter 
lls, Rich, Creenc, Inc.) 
cutlve Vice President and 
ector of Creative Services 
rdner Advertising Company, 
corporated) 

1,000 

12/68 

35,000 

c President-Account Supervisor 

500 

11/70 

23,000 

e President-Croup lead 

750 

9/72 

50,000 

e President-Croup Head 

1,500 

2/67 

30,000 

icuctvo V.P. and Managing Otroctor 
Cardncr Advertising Company 
:orporatcd 

7,500 

1/73 

80,000 

:e President-Account Supervisor 

250 

12/69 

28,000 

:e President-Account Supervisor 

• 250 

1/70 

25,000 

:c President-Account Supervisor 

750 

11/68 

20,000 

>up Head 

750 

1/73 

42,500 


r In July, 1972 and vas rchlred In October, 1972. 
r termination 1,100 shares granted pursuant to 
30 shurcs granted pursuant to tha Incentlvo 
ind were reacquired, respectively. 


11/71 

13,500 

*75,000 

5/71 

*7,500 

*20-50 

3/69 

5,000 

. 

6/69 

1,000(1?) 

5.60 

11/70 

1,000 


6/69 

1,500 

14.00 

1/72 

5,000 


9/70 

900 

8.375 

8/72 

12,000 

60,000 

5/71 

500 

20.50 


1/72 

3/72 

2/73 

3,500 

2,000 

5,000 

33,500 

5/71 

500 

20.50 



50,000 




2/69 

2/70 

1/72 

2/73 

4,000 

4,000 

4,000 

5,003 

80,000 

6/69 

6/69 

8/70 

5/71 

7C0UP) 

725 

l.OCO 

1,250(1?) 

5.60 

14.60 

6.00 

8.05 

1/72 

2/73 

4,000 

4,000 

36,000 

5/71 

750 

20.50 

12/70 

1/72 

2/73 

3,000 

2,500 

3,000 

33,500 

9/70 

500 

8.375 

1/70 

11/72 

2,500 

17,500 

40,000 







PLAINTIFF’S EXHIBIT 89 


Tw° Identical Lott«r« Dated August 21, 1978, Signed 
Terms Approved** by Arnold N. Grant and 
Troy V. Post 
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August 21, 1972 


Arnold M. Grant, Esq. 

Compensation Committee 
477 Madison Avenue 
New York, New York 

Dear Mr. Grant: 

As you know on October 20, 1971, the Board of Directors approved 
execution of an amended employment agreement with Charles Moss 
and employment agreements with Frank G. Colnar, Frederick L. 
Jacobs and Richard T. O’Reilly. The various agreements provide 
for the grant of stock options of 13,750 shares to Charles Moss 
and 5,000 shares each to Frank G. Colnar, Frederick L. Jacobs 
and Richard T. O'Reilly. Since there were insufficient shares 
available in the Stock Option Plan at the time the contracts were 
executed, the Stockholders were asked to authorize, and they did 
authorize, sufficient additional shares at the Annual Stockholders' 
Meeting on March 8, 1972. 

However, shortly before the Stockholders' Meeting, the Pay Board 
published Economic Stabilization Regulations the effect of which, 
apparently, was to prohibit the issuance of these stock options. 
Hughes, Hubbard and Reed, therefore, cautioned us to await 
further clarification of the regulations before making the con¬ 
templated grants. They have now advised us that a recent Ruling 
clearly applies to us and permits the grant of these stock options. 

Accordingly, Mrs. Lawrence has now asked me to forward to you 
and the members of your committee her recommendations for the 
award of said stock options, as follows: 

It is requested that the options be granted in accordance with the 
terms of the Stock Option Plan and contain the following provisions: 




Arnold M. Grant, Esq. 
August 21, 1972 
Page 2. 
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At th»c 1# ,. That they be c i ualifiod and non-qualified options granted 
at the same time with offset (tandem). granted 

thP H.to 2 ' ° Pti ° n priCe be 100 ° /o of the fair market value on 

the date on which the option is granted. 

3 * fhat one-third of the options granted may be exercised 

thedat* m ° nth£ ! fr ° m th0 dato granted, one-third eighteen months from 
e date granted and onc-third thirty months from the date granted. 

^ hat the rights to exercise qualified options shall expire 

that fhT YearS fr ° m the d3te ° n Which the option is granted- 

than tPn r exercise non-qualified options shall expire not later 

than ten years from the date on which the option is granted. 

5. That the options, when exercised, may be paid for in 
installments subject to appropriate governmental regulations with 
regard to such installments and in accordance with the erms o the 

“--— 

^r m ? a r y <:rrL y src r o a „ c ver c a nce tte bottom hereof — 

Very truly yours, 


cc: Troy V. Post 
Emilio Pucci 


Frederick L. Jacobs, Secretary 


Terms Approved: 



Arnold M. Grant 


Tertps Disapproved- 

\ 

/ \ 



Arnold M. Grant 
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August 15, 1972 


Frederick L. Jacobs, Esq. 
Senior Vice President 
Wells, Rich, Greene, Inc. 
767 Fifth Avenue 
New York, N.Y. 10022 

Dear Fred: 


We nave in the past week discussed the grant of 
options to Messrs. Moss, Colnar and O'Reilly and yourself. 
This letter will summarize my advice to you. By employ¬ 
ment contracts dated November 1, 1971, the Agency has agreed 
to grant options to you and the other three employees men¬ 
tioned above. At that time we advised the Agency that until 
a Pay Board ruling clarifies whether additional shares could 
be authorised under an existing stock option plan and options 
granted as to those shares, the Agency should not grant these 
four options. Each employment contract reflected the fact 
trat wage-price controls in effect at that time did not oer- 
mit the granting of the particular option, in the minutes 
and other documents we have reviewed, neither the Board nor 
the Compensation Committee has taken any action sufficient 
to constitute the granting of these options. 


On July 26, 1972, the Pay Board ruled that an exist- 

If 


ing stock option plan could, in their words, be "replenished 1 
without Pay Board approval, provided that the grant of options 
during the Issuer's fiscal year does not exceed the number 
allowable under § 201.76(b)(1) of the Economic Stabilization 
neguiations with regard to the plan before replenishment and 
all other conditions of that subsection are met. Subject to 
these conditions, the Agency may now follow its usual pro¬ 
cedures for the granting of options and grant these four options. 


Sincerely, 
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August 21, 1972 


Arnold M. Grant, Esq. 

Compensation Committee 
477 Madison Avenue 
New York, New York 

Dear Mr. Grant: 

As you know on October 20, 1971, the Board of Directors approved 
execution of an amended employment agreement with Charles M.oss 
and employment agreements with Frank G. Colnar, Frederick L. 
Jacobs and Richard T. O'Reilly. The various agreements provide 
for the grant of stock options of 13,750 shares to Charles Moss 
and 5,000 shares each to Frank G. Colnar, Frederick L. Jacobs 
and Richard T. O’Reilly. Since there were insufficient shares 
available in the Stock Option Plan at the time the contracts were 
executed, the Stockholders were asked to authorize, and they did 
authorize, sufficient additional shares at the Annual Stockholders' 
!%oeting on March 0, 1972 . 

However, shortly before the Stockholders' Meeting, the Pay Board 
published Economic Stabilization Regulations the effect of which, 
apparently, was to prohibit the issuance of these stock options. 
Hughes, Hubbard and Reed, therefore, cautioned us to await 
further clarification of the regulations before making the con¬ 
templated grants. They have now advised us that a recent Ruling 
clearly applies to us and permits the grant of these stock options. 

Accordingly, Mrs. Lawrence has now asked me to forward to you 
and the members of your committee her recommendations for the 
award of said stock options, as follows: 

It is requested that the options be granted in accordance with the 
terms of the Stock Option Plan and contain the following provisions: 




Arnold M. Grant, Esq. 
August 21, 1972 
Page 2. 
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1. That they be qualified and non-qualified options granted 
at the same time with offset (tandem). 

2. That *ho option price be 100% of the fair market value on 
the date on which the option is granted. 

3. That one—third of the options granted may be exercised 
after six months from the date granted, one-third eighteen months from 
the date granted and one-third thirty months from the cate granted. 

A. That the rights to exercise qualified options shall expire 
not later than five years from the date on which the option is granted; 
that the right to exorcise non-qualified options shall expire not Inter 
than ten years from the date on which the option is granted, 

5. That the options, when exercised, may be paid for in 
installments subject to appropriate governmental regulations with 
regard to such installments and in accordance with the terms of.tho 
Stock Option Plan; and that the interest on any unpaid installments 
shall be at the rate of A% per annum. 


Will you kindly indicate your action at the bottom hereof and return 
same to me at your earliest convenience. 

Very truly yours. 


cc: Troy V. Post Frederick L. Jacobs, Secretary 

Emilio Pucci 


Terms Approved 



Terms Disapproved: 


Troy V. Post 


Troy V. Post 
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PLAINTIFFS EXHIBIT 40 
Utter Dated January 10, 1972, with attachment 
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. . , w ^ January 10 , 1972 

•Arnold M. Grant, Esq. 

Compensation Committee, Chairman 

v. o0 Madison Avenue 

Xew York, New York 

Dear Mr. Grant: 

Mrs. Lawrence has asked me to forward to you and to the members of your 
Cxnmutee for consideration by the Committee, management's recommendations 
tor awards 01 stock option grantsandan incentive stock purchase grant as set 
xorth in the attached shedule. 

I: is guested that any stock options granted contain the following provisions: 

1. that they be qualified and non-qualified options granted at the same 
time with offset (tandem). 

2. That the option price be 100% of the fair market value on the date on 
wni.cn the option is granted. 

3. That one third of the options granted may be exercised after six months 
tho date granted, one third eighteen montns from the date granted and one 

-...re tnirty months from the date granted. 

,f tm That the rights to exercise qualified options shall expire not later 
*“ c “* :ive years fro ™ the date on which the option is granted; that the right to 
exercise non-qualified options shall expire not later than ten years from the 
c^te on which the option is granted. 

i.r.ce^there have been no changes in the Company's Incentive Stock Purchase Plan, 

“• is requested that upon favorable determination the terms be the same as previously. 





1 MAKS 

Name 

Anthony Caulfield 

Stock Option 
Requested 

1,500 

Began Employment 
Date Salary 

11/1/68 $22,000 

Raises Since 
Employment 

Date Amount 

11/1/70 5,000 

Current 

Salary 

$27,000 

Prior Options 
Date Amount Pric' 

NONE 

Hans Zucker 

900 * 

10/16/68 13,000 

1/1/69 

1,500 






5/1/70 

2,500 






9/15/71 

4,000 

21,000 

NONE 

Jose Abarquez ** 

250 

1/8/68 10,000 

7/1/68 

1.000 






2/1/69 

1,500 






6/1/71 

2,000 

14,500 

NONE 


* 500 shares pursuant to the Stock Option Plan and 400 shares pursuant to the Incentive Stock Purchase Plan. 
** resigned May 8, 1969 and was rehired June 1, 1971. 


None of the above are under contract to the Company. 


* 
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May 7, 1971 


//JW 


Arnold M. Gran:, Esq. 

Compensation Committee, Chairman 
660 Madison Avenue 
New York, New York 

Dear Mr. Grant: 


I have been requested by management to recommend that oursuanc - 0 
L.e Amended Stock Option Plan the Committee award c non-cualified 
° option of 150,000 shares to Mary Wells Lawrence and that 
said option, a granted, contain the following provisions; 

1. That the option price shall be 100% of the fair ma-ket 

wlicLTJTs h!ghem "*** ^ ^ iS Sranted 0r $20 * 50 share. 


- hall That n f it l ler the entire option r,or dn y Portion thereof 

all ba txercisaole for a period of six (6) months from the 
option is granted. 


UU u 0 


ie 


3. That the right to exercise said option shall expire not 
later than ten (10) years from the date on which the option is granted. 

4. That payment for shares purchased upon exercise of t u -> 
option may be made m installments subject to appropriate government' 
regulations with regard to such installments and in accorc nee wLh ihe 
te.tns^Oi tne Amended Stock Option Plan; and that the interest or. any 
unpaid installments shall be at the rate of 4% per annum. 

Will you kindly indicate your action by signing on the appropriate line 
on the enclosed copy or this letter. 


Very truly yours, 


cc:.Troy V. Post 
Emilio Pucci 


Frederick L. 
Secretary 


Option Granted 



Arnold M. Grant 


Jacobs 

Option Not Granted 

Arnold Mi. Gfant 
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May 7, 1971 


Arnold M. Grant, Esq. 

Compensation Committee, Chairman 
GoO Madison Avenue 
New York, New York 

Dear Mr. Grant; 

!h^:xi^ st oiuo y ,Hr„Tec:r m u t comneni . *? •“ * 

sa°fopt° ti0n °J 150,000 Shares to iV:ar '/ Wells ITwrlnceTnd 5 that' 160 
said option, if granted, contain the following provisions; 

. 1 V That the option P^ce shall be 100% of the fair market 

higher! Sre, 

. „ , 2 ’ That neither the entire option nor any portion thereof 
option^fsgranted ° ** * ^ ° f ^ (6) m ° nths from the **e\he 

3 ‘ the ri ght to exercise said option shall expire not 

later then ten (10) year* from the date on whfch the opttoTu s ^ ted . 

« iy Si9nin9 ° n th ° apl ~ “»• 

Very truly yours. 


Frederick L. Jacobs 
Secretary 


cc; Troy V. Post 
Emilio Pucci 


\OptiPji Grants 
Troy V. Post 


Option Not Granted 


Troy V 


a 






v . c/a 
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May 7, 1971 


Arnold M. Grant, Esq. 

Compensation Committee, Chairman 
660 Madison Avenue 
New York, New York 

Dear Mr. Grant: 

I have been requested by management to recommend that pursuant to 
the Amended Stock Option Plan the Committee award a non-qualified 
stock option or 150,000 shares to Mary Wells Lawrence and that 
said option, if granted, contain the following provisions: 

1. That the option price shall be 100% of the fair market 
value on the date on which the option is granted or $20.50 per share, 
whichever is higher. 

2. That neither the entire option nor any portion thereof 
shall be exercisable for a period of six (6) months from the date the 
option is granted. 

3. That the right to exercise said option shall expire not 
later than ten (10) years from the date on which the option is granted. 

4. That payment for shares purchased upon exercise of the 
option may be made in installments subject to appropriate governmental 
regulations with regard to such installments and in accordance with the 
terms of the Amended Stock Option Plan; and that the interest on any 
unpaid installments shall be at the rate of 4% per annum. 

Will you kindly indicate your action by signing on the appropriate line 
on the enclosed copy of this letter. 


i 

i 

i 

♦ 




| 

I 

| 





Very truly yours. 


cc: Troy V. Post 
Emilio Pucci 


Frederick L. Jacobs 
Secretary 

Option Granted Option Not Granted 

U-V-lLu l 


Emilio Pucci 


F.milio Pucci 
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May 7, 1971 


Arnold M. Grant, Esq. 

Compensation Committee, Chairman 
660 Madison Avenue 
New York, New York 

Dear Mr. Grant.: 

Mrs. Lawrence has asked me to forward to you and to the members o. your 
Committee for consideration by the Committee, management's recommenda¬ 
tions for awards of stock option grants and incentive stock purchase rights 
as set forth in the attached schedule. 


It is requested that any options granted in accordance with the terms Oj. the 
Amended Stock Option Plan and shall contain the following provisions: 

1. That they be qualified and non-qualified options granted at the 
same time with offset (tandem). 

2. That the option price be 100% of the fair market valuo'on the date 
on which the option is granted or $20.50 per share, whichever is higher. 

3. That one third of the options granted may be exercised after six 
months from the date granted, one third eighteen months from the date granted 
and one third thirty months from the date granted. 

4. That the rights to exercise qualified options shall expire not later 
than five years from the date on which the option is granted, that right to ex 
ercise non-qualified options shall expire not later than ten years from tne date 
on which the option is granted. 

5. That options of 5,000 shares or more, when exercised, may be paid 
for in installments subject to appropriate governmental regulations with regard 
to such installments and in accordance with the (terms of the Amended Stock 
Option Plan; and that the interest on any unpaid installments shall be at the 
rate of 4% per annum. 

Will you kindly indicate your action at the bottom of each page of the attached 
schedule and return to me at your earliest convenience. 

Very truly yours, 


/cm 

enc. 

cc: Mr. TroyV. Post 
Mr. Emilio Pucci 


Frederick L. Jacobs, Secretar; 

Options and Terms Options and Terms 

Approved Disapproved 



(float 


(flmt 


Mtail 
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May 7, .571 


Arnold M. Grant, Usq. 
Compensation Committoo, Chairman 
660 Madison Avenue 
New York, New York 


Dear Mr. Grant: 

rom±r. nCe haS .^ skcd me to forv, ' ar d to you and to the members of your 
tor awards ITstoc? ooMo^o ^ h f Co ^ i ^e, management's recommendations 
forth in the attached scheduleV" ‘ IU ' aat ‘ ve ?Urchase rights as 

It is requested that any options grante*’ be in accorcar.ce with the terms of tme 
Amended Stock Option Plan and shall c tain the following provisions: 

With of £ SU h ndeml qUalU ' ied ^ »»««! at the sa,e time 

t . rt 2 ; ThQt th0 ° ption price bo 100% of the fair market value on the date on which 
the option is granted or $20.50 per share, whichever is higher. 

j 3 - TnSt ° n ? thlrd ° f thS options panted may be exercised after six months from 

the date granted, one third eiahteen * 

,. . . , ' uu «-iy*itoen ...onw.ts uo ... t.ne Cate grantea and one third 

thirty months from the date granted. 

v 4 * f Tha ! K th ® ri9htS tQ exercise qualified options shall expire not later than fivo 

years from the date on which the option is granted; that right to exercise non-cua’re 
options shall expire not later than ten years from the date on which the option is grant. 

5. Tnat options of 5,000 shares or more, when exercised, may be oaid for m 
installments subject to appropriate governmental regulations with regard to such'in- 
s.anmen.s and in accordance with the terms of the Amended Stock Option Plan* and 
th Qt the inte rest on any unpaid installments shall be at the rate of 4% per annum. 

r,hidTi kin d lymdlCatC yOUr actl ° n Ct thc ‘ fao;:orn of each ?uge of the attached 
schedule and return to me at your earliest convenience. 

Very truly yours, 


• redenc.s. L. Jacobs 
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May 7, 1971 


Arnold M. Grant, Esq. 

Compensation Committee, Chairman 
660 Madison Avenue 
New York., New Yarn 

Dear Mr. Grant: 

Mrs. Lawrence has asked me to forwa n to you and to the members of your 
Committee for consideration by the Committee, management's recommendations 
for awards of stock option grants and incentive stock purchase rights as set 
forth in the attached schedule . 

It is requested that any options granted be in accordance with the terms of the 
Amended Stock Option Plan and shall contain the following provisions: 

1. That they be qualified and non-qualified options granted at the same time 
with offset (tandem). 

2. That the option price be 100% of the fair market value on the date on which 
the option is granted or $20.50 per share, whichever is higher. 

3. That one third of the options granted may be exercised after six months from 
the date granted, one third eighteen months from the date granted and one third 
thirty months from the date granted. 

4. That the rights to exercise qualified options shall expire not later than five 
years from the date on which the option is granted; that right to exercise non-qualifi* 
options shall expire not later than ten years from the date on which the option is gran 

5. That options of 5,000 shares or more, when exercised, may be paid for in 
installments subject to appropriate governmental regulations with regard to such in¬ 
stallments and in accordance with the terms of the Amended Stock Option Plan; and 
that the interest on any unpaid installments shall be at the rate of 4% per annum. 

Will you kindly indicate your action at the bottom of each page of the attached 
schedule and return to me at your earliest convenience. 

Very truly yours, 


/cm 

cnc. 

cc: Troy V. Post 
rmilio Pucci 


Frederick L. Jacobs 
Secretary 

Optionsand^ OptionSand 
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fMlftltk l. Jtctki 

u. v.r.-Adau. 

7500 

Fr.ok C. Collar 

*t. V.T.-Flua. Hb*. 

7500 

Ch.rla. Kin 

Sr. V.P.*Creatfve Srvce. 

7500 

Rlch.rd T. 0't.lUy 

Sr. V.P.-Acct. k* Ice* 

7500 

Martin Stern 

Sr. V.P.-Salee Director 

7500 




Kerb Green 

VF-Copywiter 

2)00 

C.ar.. o'Amco 

VF-Art Director 

2500 

Rward Csh.a 

Copywrltar 

1750 

Ch.rla. Rihb/ 

VF-Capyvrltar 

4500 

Jacqueline Cn4 

Copyvrit.r 

5500 

Donn Resnlck 

Copywriter 

3000 


Current 
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3/07 

130.000 

*/»7 

(20,090 







7/M 

15,000 







5/M 

5.000 

1 70.000 
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4/M 

33,000 

3/M 

15.000 

70,000 

10/30/M 

13,00017 

7 7.00 

*/M 

33,000 

3/*7 

5.000 







«/*7 

10,000 







*/«• 

15.000 







3/M 

55,000 

100.000 

•/17/M 

10,000 

14.00 

*/M 

00,000 

11/70 

20.000 

100,000 

1/11/M 

10.000 

13.00 






1/11/43 

0,10017 

4.00 






4/17/47 

11,70017 

3.40 

1/M 

*1.300 

3/M 

5.500 







*/70 

4.000 

50,000 

7/13/70 

7,300 

*.373 

«/M 

35,000 

t/*7 

5,000 







3/M 

10,000 



. 




tl/M 

10,000 

40,000 

4/17/47 

1.300 

14.00 

*/M 

35,000 

0/07 

5,000 







7/M 

10,000 
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11/07 

10,000 

40.000 

4/17/47 

1,300 

14.00 

7/47 

15,000 

1/07 

2.500 







1/70 

2.500 







1/71 

3.500 

33.500 

- 

. 

• 

3/M 

13,000 

7/03 

3.000 







■ */70 

5.000 







11/70 

4,000 







1/71 

10,000 

41,000 

7/13/70 

1,400 

1.373 

3/M 

10,000 

10/07 

2.500 







0/70 

3,500 







11/70 

4,000 

30.000 

7/13/70 

700 

0.373 

3/M 

15,000 

1/71 

3,500 
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ftytk gptlo. Iwc.ntlv. NrclMiM 

Bob Pasquallna 

Arc 01roccor 

1750 . 

Carry Hanson 

VP-ArC Director 

1500 

Bob KeltaYeld 

VP-Art Director 

1500 , 

Frank Kirk 

Art Director 

1000 

Brian Olaaky 

Capywrlc.r 

1000 

Maurice Mahler 

Art Director 

1000 

Alex Tsao 

Arc Director 

1000 

Hal A It run 

Copywriter 

500 

Jeffrey Fray 

Copyvrlctr 

500 

Murray Jacob* 

VP Ale. Fro*./Arc 

500 

Cay Clbeon 

VF Ala. Fro*./Copy 

500 


VF-Cr..Uv. 

500 

Harold Slnftr 

VF - Print Producttoo 

500 


T 


Befa* 

l.l.rr 

IOIki 

D*t. .W,r[ 

Cwrr.nc 

*«l»rr 

tin 

25,000 

0/66 

2.500 



11/70 

2,500 

50,000 

tin 

50.000 

1/70 

5.000 




11/70 

5,000 

>6,000 

11/M 

>5,000 

1/6* 

5.000 




10/66 

5,000 




1/71 

5.000 

>0,000 

7/66 

50,000 

• 

• 

50,000 

tin 

>2.000 

6/70 

5.000 

>7,000 

5/70 

60.000 

• 

• 

60,000 

6/66 

50.000 

• 

• 

50,000 

U/M 

25.00 

0/66 

2,000 

25.000 

11/67 

>1,000 

10/60 

6,000 




7/66 

5,000 




11/70 

5,000 

51,000 

tin 

>5,000 

11/60 

5,000 




1/70 

5.000 

65,000 

tin 

55,000 

11/60 

5.000 




1/70 

5,000 

65.000 

7/67 

55,000 

1/M 

5.000 




1/66 

5.000 




1/70 

5,000 

50,000 

6/M 

15,000 

1/67 

5,000 



11/67 

7,000 




11/60 

5,000 




6/66 

5,100 




11/70 

5,000 
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r; 


nioK omoM o* wcorrm mCKAJCJ (if) 
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* 

• 

• 

6/25/70 
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6.575 

• 

. 

. 

10/50/61 

10/50/66 

5.600 

2.>00IP 

17.50 

7.00 

- 

• 

• 

6/25/70 

600 

6.575 

1/15/70 ’ 

l.ooo 

15.00 

• 

• • 

• 

6/25/70 

**> . 

6.575 

- 

• 

- 

• 

* 

- 

6/27/66 

10/50/66 

10/50/66 

1.000IP 

600IP 
1,600 

5.69 

7.00 

17.50 


. 
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1.000 
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S*rt K.u r*u 

Copjrvrit.r 

500 

Account Sar.laa, 

• 


John Burns 

VT - Croup Mood 

7500 

C. A1 Wolf. 

VF • Croup Hoad 

5000 

Vtc Ol.a.a 

VF - Croup Hoad 

5000 

Charlte Ham 

VF - Croup Hoad 

* 

Vic Lynn 

VF • Croup Haad 

1150 

Mtctla MUch.ll 

Account Supervisor 

* 

*00 

Arnold Uolnrlh 

Account Supervisor 

150 


Account Executive 

500 

H'jwsrd Johnson 

Account Supervisor 

400 

Mote M.nifUld 

Account Supervisor 

750 


mo 




t ^ < -B«sfiiaE!ajunesL 


Beg mi 
D miowt 

S*l«w 

feu 

A-novnt 

CurraaC 

S«l*rr 

vtiot options ot xxcornvx maustt 

te22S« Price 

11/40 

55.000 

J/M 

11/70 

5.000 

1,000 

41.000 

V27/45 1.500 

4/17/45 1.000IF 

5/21/70 500 

14.00 

5.40 

0.17J 


7/47 

55.000 

0/45 

7.500 

41.500 




5/44 

10.000 

1/47 

1.500 







10/40 

1,000 







1/70 

4,500 

15,000 

10/16/40 

400IP 

7.40 



• 



10/10/40 

1.500 

11.30 

0/47 

15.000 

0/48 

1,000 







1/45 

4.000 


’ 





11/45 

7,000 

47.000 

4/17/45 

500 . 

• 14. 00 

1/47 

10.J00 

1/45 

4.000 







1/70 

4,000 

50,000 

4/17/45 
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14.00 






4/17/45 

7001F 
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0/ 5/70 

1,000 

4.00 

5/40 

15,000 

5/45 

5,000 

• 






1/71 

5,000 

*5.900 

4/17/45 

1,150 

14.00 






4/17/45 

1.150IF 

3.40 

5/40 

14.000 

10/45 

1,500 







11/70 

5,000 

15,500 

4/17/45 

looir 

3.40 






4/17/45 

400 

14.00 






5/11/70 

500 

0.313 

11/45 

54,000 

• 

- 

14,000 

4/10/70 

500 

4.0C 

1/71 

11.000 

- 

• 

11,000 

. 
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0/47 

14,500 

1/44 

1.500 







1/45 

1.500 







1/70 

4,500 







2/71 

1.500 

27,500 

4/17/45 

500 

14.00 

11/45 

10,000 

• 

• 

20,000 

• 
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Daacrlpclva TltU 

t* attchkaff 

Account Executive 

/•» ilattl 

B°a Challt, 

kakart Wall 

Jaaaph ta r ck 

/aha laity 

Vlacanc Maniacal 

Account Executive 

Account fuyirviior 

Account Supervisor 

Account Supervisor 

Account Supervisor 

Account Supervisor 

M Niytr 

Mlk® Cirberry 

Account Executive 

Account Eaecutlvo 

£4 Jewett 

Account Executive 

John Ru|h«i 

*!*Me4ie Director 

u« Vackalar 

Vf-Olr. a( IV 4 Naeverk 

. Irvin Ftalackar 

HeSle Supervisor 
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Itock 

300 

300 . 

300 

300 

330 

300 

<30 

>30 

>30 

>00 ' 

030 

300 


w«l I|i«t 


IV Katvork luyai 


400 


HtfTm 

CsiatarM feUt T > tl J 


11/41 

>/>0 

11/10 

1/71 

1/70 

1/71 

10/M 

1/70 

0/i9 

• 1/99 

9/9$ 

U91 

9/91 

9/91 
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U.000 

*/«» >,000 

1/70 t .000 






»/>0 1,300 

11.M0 
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> 0.000 

*/>l 1.100 

11,100 



* 

>1,000 


11,000 


* 

• 


• 



>1.000 

• 

>1,000 



* 

>1,000 

10/70 1,000 

11,000 

1/11/70 

100 

* 

>0,000 

• 

io.ooo 

• 


i.j; 

U.000 

1/11 >.000 




* 


1/70 >,500 

1/71 1,000 

11,300 




>1.000 

m 

>4,000 



• 


• 

, 


17,000 

*/70. 1,000 




• 

>3.000 

U/70 3.000 

M.OOO 

4/14/70 

300 

t.oo 


>3.000 

• 

- 

• 

>4.000 

10/41 1,000 

1/70 4,000 

11,000 

4/14/70 

1,300 

t.oo 

>3.000 

7/*7 3.000 

11/41 3,000 






1/70 4,000 

11,000 

4/11/41 

1,100 

U.00 

>0.000 

1/44 1.000 

•/*! 1,730 






1/70 1,000 

>1.730 

4/11/70 

300 

t.oo 

11,100 

*/*• 1.300 




«/41 1,000 

1/70 1.000 





• 

4/70 1.000 >0.000 
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CoroU (mil, 

VP-Finence 

2500 

Bitherd Freednan 

Control lor 

mo 

Otonloy Kaayol 

Am'*. Moms* Counsel 

ISO 

l«Mttr Stvyour 

Billings Supervisor 

500 

Irvlnt CoUultk 

Accountant 

♦50 

Hart In Banner 

H«5I« llll.rrt 

Chief Accountant 

500 

Murroy Kyicn 

VP-RaaaarcK Olroctor 

1500 




K*thy Dvrhoa 


Militant to cht frtiUanc 500 


H slrt-m fajorx 


3/*; 

15,000 

t/M 

3/M 

2/M 

3,000 

7,000 

3,000 

»/*> 

•1,000 

I/it 

3/M 

2/43 

«/*» 

3/10 

i.ooo 

2,500 

3,000 

2,000 

2,500 

1/70 

13,000 

- 

. 

5/M 

0,500 

7/M 

3/10 

2,000 

3,000 

4/47 

0,320 

0/41 

1/40 

5/41 

2/40 

11/40 

ll/IO 

700 

300 

1,000 

1,000 

1,000 

1,500 

5/05 

14,000 

0/40 

10/70 

2,500 

1,300 

4/M 

55,000 

0/40 

1/70 

3,500 

3,500 

4/47 

».»*0 

10. 47 

520 



7/M 

1,340 

• 


0/M 

5/40 

1,140 

3,000 



1/70 

io.ooo 
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30,000 

• 

- ' 

* 

23,000 

0/27/40 

750 

14.00 

25,000 

0/23/70 

500 

0.375 

14,500 

• 

• 

• 

14,SCO 

4/27/40 

30 

14.00 

10,000 

4/27/40 

200- 

14. TO 

♦2,000 

10/30/M 

5,00012 

7.00 

25,000 

0/23/70 

400 

0.375 

i * <' 
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PLAINTIFFS EXHIBIT 42 
Affidavit of Nathan Belfer, aa hereinbefore reproduced 
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DEFENDANTS’ EXHIBIT A 

Affidavit of Robert J. Si.k, with Attachment*, 
heretofore reproduced 


a* 
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DEFENDANTS’ EXHIBIT B 
Comparison Of Recent Cash Tender Offer 
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Hum 

1/7/71 

7/10/71 

7/14/71 

7/70/71 

• /i/n 

V:i/n 

10/13/71 

un/n 

12/14/71 
11/24/71 


1/71/7) 

1/10/13 

1/1/71 

2/1/71 


2/1/71 

1/70/71 

1/4/71 

l/U/7) 

1/17/71 

1/17/7) 

4/1/7) 

4/4/7) 

4/21/71 

4/21/13 

1/1/7) 

1/4/1) 

S/3/7) 

1/.4/7) 

1/21/7) 


TO 

#88 

6'll/?) 


i.I. Neuterry/taytd-Aaerlcen 
Nickel sc* flle/N.K. Nrttr 
Colerede U(«rstm/C«<iUllUtll 6u 
Allied Hille/Cenctneatal Crsla 
IkiMi lac./Akse 4.3. 
lint’s lefcyecce/CJaend leflc 
HCl/Traclnda lavssiasat 
Ittslnjold/fcpslco 
f7itni»ie/LW Cory, 
falcate Neclenet/Culf 4 Usstara 
McCrary eary./taytd-Aa»ertcea 
NcClens! Can-? ral/Ae»crtcan Maaaclal O 
Nodarn reeds/Ksty Indastrlaa 
4 4 7/Culf 4 Uastara 
Callfernla-Vcstern ttstaa Ufa las./ 
Anarlcaa Canaral Insurance Ca. 

IX faUter/Ncsc'.: woeiyaakce 
Vasiarn Maryland latlraad/4 4 0 t.t. 
Clca/Hlcradot tnc. 

Canaral Neet/frluayh Asm rlean 
V 4 A Indus tries/Cads nee Induetrlaa 
falcate Nat lensl/leave Cary. 

Canaral lattery/Northwaat Indastrlaa 
Ce-AutId Caayenlas/tastdaa Cary. 
Narcentlla Indust rise/Kay Cary. 

■ l*S‘ie»r Cary./Frank Klaus 
Meridian Invest 4 Oaval./OU 
Cartaintaad rrod..cts/Cen?al|ee da It. 
taaeata tnt’l. Motele/Wel1Injton Asses 
franklin Stares/Slatar Walker of JUari 
faster Crant/Unlted treads 
Konaon Corp/ltquefla A.O. 

■otkine rar.u/acturlnc/Amada Cary. 

0label Bros./Locv's 

•lata Sarin** 4 Loan/tultet Itlua tried 
Allied Kills/Continental Grain 

Clabel Iras/lrovn 4 VlUlanann Tobsaas 


uaaaral U\alw^..**/Clty Investl&f 
4/29/11 Midcoat1neat Aealty/teyneUa Car a lama 

7/2/7) flrovn fo/-ulf 4 Western 

T/9/7) Tucs lA«./ttudabakar WorthlAftna 

T/U/75 fboarsi Cery/CAlerlde Or«f 114., 


TAT/n Oaraaca/lcAlarana 4 flam 




OM»arftM» ef Ikhi Cuk T«U«r Offer 


Offerlap 
•<t* 


Ceepeay TiMirtf Fee* Nrckitif 


iaktf ef 
■iKti Nitraf 
(• 00 ) 


Fetal Market 
Velee ef Oeslrel 
44ere# (000) 


Fre-Tee4ev 
Barker Ft lee 


1 1/29/71 i.J. Fevkerry/3 apt*-/War lean 

1/9/91 IlihaliM Ftle/N.i. Porter 

9/10/91 Colorado lateralate/CeoetalOtatte 6 m 
9/14/91 Allied Hill>/Centtntotal Crete 

9/10/91 Afeaeee Ut./ikia H.V. 

0/9/91 King'* lefeyetce/tJeend left* 

e/21/92 HCl/Trac Inda leveeteeei 

10/23/91 tkelnjold/Pepelco 

11/2/92 fjo.a 9«toltur/LV0 Cerp. 

12/24/71 Tatcetc Fatlonal/Culf 4 Vaatere 
12/14/91 HcCrery Cerp./«aptd<AattrtCM 

1/11/9) Oatlena! Central/American Financial Carp. 
1/30/7) Nodtrn Feede/faty IMaiirtii 

2/1/9) A 4 F/Cutf 4 Veatare 

1/3/9) Cat Herat a*Yeecern Itatea Life lea./ 

Aaertcea Cenarel Insurance Ce. 

2/4/9) CZ Palater/NcvelCeepeetea 

1/70/9) Veetern Maryland Ballread/3 4 0 B.t. 

9/4/9) Clco/Hicredot Inc. 

9/14/9) Canard Hoat/Trluayh Uwrlten 

3/29/9) F 4 A Tnduitrlea/C*d«nce Industries 
3/29/9) Tdcett Rat lend/Leave Cerp. 

4/3/9) Cenaral lattery/Korthvest Industries 

4/4/9) Ce-iulld Ceapanles/laddea Cerp. 

4/29/9) Hercantlle Induetrlea/Key Cerp. 

4/23/1) Hl-S'njr Cerp./Frank Aleua 

9/1/9) Meridian Invest 4 0evel./0U 

4/4/9) Cerealateed Product a/Conpalgae da St. 0e4a 
3/4/9) leneace lat'l. Mot.lt/Vdilngtoa Isaac. 

3/.4/9) Franklin Sterea/Slecer Vdker ef Aaeclae 
9/21/9) Fetter Crane/Uni tod Iraede 

9/31/71 Foneoe Corp/llquefle A.O. 

4A/T3 Botkina f'ar.u/acturlr*/JLrenda Cerp. 

•A/9) 0Libel trea./Lecv'e 

j/l/73 IUU Seringa 4 Loan/tuitet tclustrlaa 

4 il^T) Allied Kills/Continental Grain 

i/Uri GIMkel Iraa/lriM 4 VlUlauea Tobaaee 

e/<j/n General Can..*.3/City Investl £4 

4/2F/7J Mldcoetlaoat Bealty/FeyneUe BevelepeesA 
T/I/n lrova Co/-ulf 4 Western 

T/9/TJ Faece Uc./Stedeteaer Worthington 

T/U/73 fknem Oerp/Chlerlde Orep ltd.. 

TA?Al Ow — e/lMhUvees 4 feee 


•30 

$ 10.900 

$ 12.00 

10.41 

4)9 

10.334 

41.00 

34.41 

1.400 

71,000 

40.00 

10.31 

SOO 

11,000 

14.00 

1.01 

7)0 

>4.990 

33.00 

0.11 

1)3 

4.219 

40.00 

2.41 

100 

2,230 

22.SO 

9.11 

1.400 

)9.700 

21.00 

24.01 

1,000 

20.000 

10.00 

40.41 

1.301 Hie. 

30.040 

10.00 

3.01 

1,000 

31,000 

)1.00 

20.01 

4,000 

19.000 

0.9) 

0.01 

1,131 Hle.iBi 

mtmU 4,911 

' 4.00 

>3.31 

>.930 

99,000 

20.00 

10. SI 

400 Mia. 

11.000 

20.00 

10.01 

2av 

3.730 

13.00 

IS.41 

1)9 Hla. 

1,039 

13.00 

13.21 

900 HU. 

4,300 

9.00 

14.71 

1.0?) 

19,040 

10.30 

39.11 

))) 

3,9)4 

10.00 

13.11 

1,900 MU. 

13.900 

19.00 

34.01 

1,399 Nla. 

34,34) 

34.00 

9.11 

400 MU. 

4.200 

9.00 

>3.31 

too 

1.900 

13.30 

10.11 

249 Nla. 

1.430 

10.00 

41.31 

1.044 MU. 

9,304 

9.00 

41.41 

1 1.930 

34.730 

91.00 

21.41 

1.000 

9,000 

7.00 

40.01 

1,040 

11.440 

21.00 

(4.21) 

400 

19,000 

23.00 

31.91 

0,200 

90,700 

0.30 * 

».» 

•iso 

14,300 

42,400 

20.00 

10.00 

07.01 

14.H 
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DEFENDANTS’ EXHIBIT C 

Comparison of Repurchase Offers and Comparison 
of Tender Offers 


* : * t « Can* jr 

1/J 

tearan Cary.(yr«). 

v» 

«•»» (. Il<|it 

1AI 

■: taOutrlaa 

>At 

5aiUr 

Vl* 

Sa'aral Smlqtnt 

sAJ 

, ” 1 » inaa raattlai 

Vfc 

•nuncr naall .1 

»/* 

a. IUii 3ayt. Mara. 

«/u 

BUaa atari oa 

vn 

(attfTrqr 4 MrCtil t*a. 

v« 

t«ai» ra 

!Aj 

■ar-Uaraft laCaatrlaa (au, 

I'M 

5* 5fit«a, laa. 

v> 

Ivananna 

Vj 

Tattalaolor, T— 

V*J 

IlU,r, <*'laW4i 91<*ain 

VU 

I-aa Cary. 

S/U 

“ taalt, (n.) 

>/■ 

KT texq 


»<« CMy. 

»Ae 

HaaMain, 

«A* 

**ar%a Znanatlanal 

Vli 

0 M 1 M Prayartlaa 

Cfc 

**«■ !■*• itnaa 

VM 

Kriutrla. .... 


i) **»—*-— ar 1 s?r’«*H 







• ax 

IX 

II? JO 

M4X. 

IX 

IX 

eia 

OAObmm m - -%a 

.10 

S4 

IT4 

UoU 4 OB. 


«».* 

*3.0 

2&*rU 4 

.10 

«4 

T5.3 

iBMph IKU«, 

IX 

la. 

:jj.j 

loteM 

•is 

9.0 

?3-0 

3*l- Kmt; IaItB 3m. 

J9t 

20.0 

9Jb 

IAm 


**J0 

153.0 

ium 

■m. 

On. 

J54 

Bom 

.08 

*0.0 

*.o 

U. ISttM 

.10 

D.J 

30 x 

OolfcAs, ltdB 

IX 

■a 

*r.s 

AUn 4 0B. 

.03 

*5.0 


P*M«1 Bo1m« 

IX 

la. 


L * ir -* a: •«rr? v 


Bow 


Worn 

■— 

Bow 


Worn 

Bom 

Bom 


mm 

■a. 

IX 


**» »»wm 

•u 

• 


^ *■ — o 1 v. • 

Jl 

*# JO 


teMM 

-Of 

• OOJO 


»OM «lt*M 



: fftr-.a* 

, Jt* '* _ 

Cac^v T*r.4*r«< 

Bo. of 2taroo 1 of Dtaroo 

>U1 "ifVtl 

Talj* of Sharaa Tvrvtar 

hrln Cvar 

inwl 

A»mt 

D N> 

1/ * 

El kn Cd/ft^l Car,. 

i.oja 

100. O* 

m.95© 

in .oo 

<4 

.60 

Vlk 

f&ral Rational Storoo/M*4ioaa faai 

no 

ia .1 

3.TSO 

n oo 

174 

.*0 

s.nr 

Kuoa Corj'Ltaairu U. (J) 

I.IS1 

51-0 

14.71* 

*.i0 


•33 

l/sc 

Jv4i tu. 

r* 

100.0 

14.7J0 

17.9* 

MO 4(4) 

■3* 

I/M 

n«./nm cit» n«. any. 

S5o 

».l 

i.*e 

11.19 

*9*6 

-15 

I'IT 

rut on. 

J.uo 

100.0 

37400 

17.00 

304 

M 

*/* 

Hmm/Hm Ckl, :uay« 

m 

f.» 

1.556 

15.00 

IJL 


1/1 

OHBorelal tol«rmto/Wior (W)(J) 

•00 

M.o 

n,7oc 

M.5* 

rtJO 

.53 

j/* 

Clival IM./DS lu. 

1.350 

100.0 

•o.no 

4.5 .JO 

4.; 

-33 

i/« 

Il»/>*fO Rotouroao (J) 

7» 

30.0 

3.117 

*.00 

7*,J 

45 

i" 

Tevla Htf*->rT«* tae. (3)(») 

*00 

33.0 

4.400 

U.90 

134 

-50 

!Al 

OMMrclal Solvooto/Utl KLaoralo 

700 

n.j 

11,000 

30.00 

J1 

40 

J/U 

T C*^im knmltufl) 

1,100 

*i.i 

*9.700 

16.30 

J4.T 

•JT3 

1/U 

Daa/Val/ k Vartan 

3.4*4 

100.0 

U.VI7 

4.J0 

56.3 

ro m fOM 

1A‘ 

35k/It*l S»r>. 

4.344 

100.0 

41,10k 

1*30 

51*0 

.3* 

l/tt 

TO* m./Kgrl Can- 

no 

100.0 

3.700 

19-00 

B4 

• 3* 

Vn 

■•la Alloa Ami t#4 InAwotrlal 

•* 

100.0 

1.9** 

6.30 

3*4(4) 

49 

*/» 

(<VTT tala&o CU/Roaa 011 1**. 

900 

35.0 

70.605 

rr.oo 

1*4 

.7* 

4/11 

Tartar Onnt/DU. (ranla 

*• 

9* 

6.600 

3 * .00 

1*4 

50 

»A» 

ftBRlat *r«t«Ej/KalAaj% 

535 

100.0 

1.605 

3.00 

J4J 

40 

*** 

toe«*£ >ff?AS.l. Sory. 

50 b 

13 JO 

3,ono 

10.00 

✓ 

30-1 

43 

in 

Salats^* Sort. 

lrto 

100.0 

13*.ooo 

4.36 

*4 

•33 

in 

Salaaa** Oarj/raa-ra Or,. 

3ft 

100.0 

6.22b 

i6 .n 

111 

.3* 

VI 

*ia lu*. rinr 

3. to 

100.0 

36.000 

13.00 

U 


V4 

Mr im. «./ sail riaxar 

310 

100.0 

6.006 

19-36 

*.T 

. 

t/1 

AlrvleA Xtdaotrloo/aW Colgy 

3.‘TO 

. 100.0 

43,473 

11.30 

)U< 

.36 

4/? 

»»wt S«K7*x//Cilf % w.oton 

1.000 

3J4 

11,000 

11.00 

17.1 

45 

Vt 

Utrakr Itaal/tarSM Oar,.'4)(3) 

to 

3t.o 

7.M0 

11.00 

*.3 

40 

*/t 

Kallaaa !;<an Gar.aa/9alr*a Waatara 

1.000 


6.750 

6.73 

36.7 

43 

4/u 

ttraat miw >r. Q». of bwu/kiiMk 

1A*« 







ou 

100.0 

*3.9*0 

*0.00 

4kJ 

M 

4'10 

Rational Oalao nooartc/noctroloB 

*A*» 

100.0 

37.110 

». 00 

3k-3 

40 


2Jar-«a Oaanraa/OkUrUa Hat. 

3b 

100.0 

3.6*0 

10.00 

334 

J* 

»'1T 

laattaa k Mlaa/j.Lraaa LU 

to 

100.0 

7,105 

17.5* 



*/* 

n " nla^ talaaata/Iatl Ranla 

joa 

54 

f.ooo 

30.00 

s*.o 

40 



698a 


Traded 


699a 


■ 

Class 

Rating (Moody's) 
Principal Amount 
( 000 ) 

Coupon 

Tern 

Average Life 
Annual Sinklhg fund 


Redemption 


DEFENDANTS’ EXHIBIT D 

Comparison of Debentures 
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DEFENDANTS’ EXHIBIT E 
Comparison of Advertising Agencies 
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2,313 

1,796 

1,253 

8 12,444 

8 27,957 

8 13,021 

8 6,471 

10/31/73 

12/31/73 

10/31/73 

12/31/73 

8 407 

* 407 

8 3,939 

8 3,939 

1,200 

21.074 

8 26.213 

8 1.817 

8 T5i7 

34 

22.842 

8 24,713 

8 317 

365 

8 882 

13.860 

8 14,742 


» 


Jntcr- 

J. Vilt«r 

Ilar,iei4 

C»l!v y 

r«blIc 

TWfpron 


Uaiki. 

NYSE 

NYSE 

OTC 

OTC 

86 1/2 

$4 1/8 

64 3/4(9) 

614(8) 

13 • 4 1/4 

12 - 8 1/8 

7 1/2-4 

17 1/4 • 

23 3/8 -93/8 

24 3/4 - 8 1/4 

26 1/4 - 5 

33 1/2 • 

6,838 

4,261 

2,004 

4,967 

6,268 

3,532 

1,777 

4,426 

3.4* 

13.9* 

2.6* 

83.0* 

81. CO 

8i.oo 

80.34 

(0.90 

11.8X 

14.3X 

11.4X 

6.41 

833,381 

851,934 

67,791 

824,733 

614.48 

519.80 

66.68 

610.36 

0.59 

0.31 

0.33 

1.33 

62.47 

80.44 

81.84 

62.82 

2.74 

1.62 

2.18 

2.73 

2.38 

2.05 

1.93 

2.43 

2,319 

2,624 

916 

1,807 

819.711 

814.072 

84,360 

823.299 

12/31/79 

12/31/73 

12/31/73 

12/31/73 

8 ‘.361 

6 S.0J4 


8 1,751 

130 


m m 

i.i:o 

8 4.491 

6 3,064 

' 

6 2.061 

1,642 


6 752 

330 

37.613 

21*234 

7.971 

K,7J? 

8 43.746 

637,018 

69,723 

627,384 
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Week 

Ended 


WRG 


DEFENDANTS’ EXHIBIT F 

Price* of Common Stocks of Advertising Companies 

(8/30-10/18) 


$ Incr 
(De< 


Aug. 10 

$5 3/4 

Sept. 6 

7 5/8 

13 

7 1/2 

20 

7 3/4 

27 

7 5/8 

Oct. 4 

7 3/4 

11 

y 5/8 

18 

7 3/4 


% Increeee 
(Decree**) 


n(-vO 


H 




White, Weld It Co. Incor 
10/22/74 


Li. 










i 


PRICES OF COMMON 
STOCKS OF ADVERTISING COMPANIES 
_(W HO . I0/1H) _ 


Week 

Ended 

WRG 

B D DO 

Int’l 

Doyle, 

Dane 

Grey 

Adv, 

Inter¬ 

public 

JWT 

Needham, 

Harper, 

Steers 

OglWejr, 

Mather 

!»<!»« 

100 

Aug. 30 

$5 3/4 

(12 1/8 

$7 

$6 1/2 

$7 

$7 1/8 

$4 1/4 

$12 1/2 

Sapt. 6 

7 5/8 

12 

7 3/8 

6 1/2 

9 

6 3/4 

4 1/2 

12 1/2 

103 

1 ) 

7 1/2 

10 3/8 

& 3/4 

6 1/4 

8 1/2 

6 3/8 

4 1/2 

12 

97 

20 

7 3/4 

10 3/4 

6 3/4 

6 1/4 

9 

6 1/8 

4 3/4 

13 

100 

27 

7 5/8 

10 1/4 

6 1/4 

5 3/4 

8 3/4 

6 3/8 

3 7/1 

11 1/4 

94 

Oct. 4 

7 3/4 

11 3/8 

5 1/2 

5 3/4 

8 3/4 

6 5/8 

4 

10 1/2 

94 

11 

7 5/8 

12 1/4 

6 3/4 

5 7/8 

9 3/4 

7 

4 1/4 

10 1/2 

100 

18 

7 3/4 

11 3/8 

6 1/4 

6 3/8 

11 

7 

4 7/8 

12 1/4 

104 


2 

(3/4) 

(3/4) 

(1/8) 

2 

(1/8) 

5/8 

d/4) 


(Decraa.a) 

% Increase 

35 

(*> 

(11) 

(2) 

22 % 

(8) 

15% 

(2%) 


(Decrease) 

‘"'l 

1 <% 

G’M 



(o’v 

•1 

( f, W 

/ .• r 

W 


White, Wald k Co. Incorporated 
10/22/74 
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DEFENDANTS’ EXHIBIT G 

Closiug Prices of Advertising Agencies on Dates of 
WRGa Highest and Lowest Closing Prices 


i 
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CLOSING PRICKS OP ADVERTISING 

AGENCIES 

ON DATES OF Wl!C’« HIGHEST AND l.O'./CST 

CLOSING PRICES 

Mon. 

Wed. 

imm 

9/s/n 


WRG 

27 7/8 

5 1/2 

Grey 

14 7/8 (B) 

6 1/2 (B) 

ON 

43 1/2 (B) 

12 1/2 (B) 

BRDO 

(Public 10/24/73) 

11 1/2 (B) 

D Dan* 

25 1/2 (B) 

6 1/2 (B) 

Interpublic 

26 5/8 (B) 

8 1/2 (B) 

JWT 

41 3/4 

6 7/8 

NiiS 

(Public 4/13/72) 

4 1/4 (B) 

DJI I 

902.17 

64S.C0 

S&P 500 

105.94 

6c. 72 

NYSE 

Composite 

57.71 

35.93 

NASDAQ OTC 

Composite 

118.87 

55.55 




Court*. Exhibit. (“CX”) in Evidence, 
COURT’S EXHIBIT 1 
WRG Exchange Offer Statistical Report 






Cook's t l 


leafrs: Du ffee, Hallingby. M i.#- ... , 

8 y. Hutchinson, Lee, Levis, Little, MacEvan and Paul 


EXCHANGE OFFER 
FOR 

1,405,008 Shares 
WELLS, RICH, GREENE 
Common Stock 


% OF TOTAL 


DATE 

SHARES 

TENDERED 

SHARES TO 

BE EXCHANGED 

ACTUAL 

CUMULATIVE 

11/12 

11/13 

11/14 

11/15 

11/18 

11/19 

300 

6,965 

2,337 

32,903 

8,980 

103,300 

300 

7,265 

9,602 

42,505 

51,485 

154,785 

.02 7. 
.51 % 
.68 7. 

3.03% 

3.66% 

11.0 
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COURTS EXHIBIT 2 

While, Weld A Co., Incorporated Confidential 
Memorandum Regarding WRG Exchange Offer 








PLAINTifiB 


noa 


w 

K * 


C&u 


-r—f c* fl"'* ( ^ 


CONFIDENTIAL - NOT TO DE DISTRIBUTED TO CUSTOMERS UNDER ANY CIRCUMSTANCES. 
" CUSTOMERS SHOULD BE ADVISED TO READ THE PROSPECTUS 

WELLS, RICH, GREENE, INC. (WPG) EXCHANGE OFFER 


I. SUMMARY OF THE OFFER 

(1) Dealer-Manager: White, Weld is Dealer-Manager_ 

(2) Terms: 1 $3 Cash + $8 Principal Amount of 10% Debentures due 11/1/84 

I in exchange for each Com mon Share tendered _, 

(3) ’ Timing: Offer Announced by WRG: 9/4/74 

Registration Statement Filed with S.E.C. : 10/3/74 

Registration Statement Effective (OFFER BEGINS) : 11/4/74 

Offer Expires: at 5 ~0 EST on 11/25/74 unless extended. 

Withdrawal Date: 11/12/74 

Grace Period for late or incomplete tenders; Ends 12/5/74 
(8 business days after expiration date) 

(4) size of Offer: OFFER IS FOR ANY AND ALL OF THE 1,405,008 SHARES 
- AVAILABLE FOR PARTICIPATION IN THE OFFER (the 

other 226,850 shares are owned by members of 

WRG 1 s Board of Directors who will not participate). 

(5) Soliciting Dealer's Compensation: $.375 per share. NO MAXIMUM. 

Dealers may tender for their own account and 
receive soliciting dealer's fees. 


[I. PURPOSE OF THE OFFER 

WRG's stated purpose of this offer is to revert to a privately- 
held company, as it was prior to October 31, 1968, for the following 
reasons: 

(1) Employee* Incentive: In 1968 WRG believed that the existence 
of a public market for its stock would make its various 
incentive plans more attractive to its employees. However, 
the poor performance of the stock has put WRG at a disadvan 
tage in competing for top people with other advertising 
agencies whose incentive plans are based on buying and 
selling stock privately at book value. 

(2) Depressed market price of the stock: 

Initial Public Offering Price: $17.50 (10/31/68) 

Price of Second Public Offering: $21.75 ( 4/19/71) 




V 


• I. 


Annual Price Ranges Since 1969 


1969 

1970 

1971 

1972 

, 1973 

1974 (through 9/5/74) 


8 3/4 
5 

15 1/4 

16 3/4 
7 1/8 
5 1/2 


18 1/4 
17 3/8 
25 7/8 
27 7/8 
21 1/8 
9 5/8 


■ of this offer) \ WRG^closed at^sffo^^the YTsV 0 On n th nC d"' ent 
prior to the effective date WRG closed at 8 ijs! day 

Light N.Y. S.E. Trading Volume in the qtnr-w- t>v. , . 

trading volume of th e stock has steadilv h / Verage daily 

several years and u ,' e fi, adily declined over the past 

thin mark« dies nofp^vwJ Se^H °5 WRG *5“ the =urren? 
market that the Company was seekinn Shen 9 ^t of .a liquid, active 
public. The decline in k n ? when originally went 

volume can be seen in the table^e!™?* aVerage daily tiding 


1971 

1972 

1973 

1974 


Approximate 
Average Daily Volume 

7,774 shares 
6,127 
2,584 
1,773 


These factors have led WRd'c nm»-a r-, • 

a public market is not providina thp f h Dlr f C J° rS t0 conclude that 
Ployees, and its stockho^^af^M^tiSpSa. 

DESCRIPTION OF DEBENTURES 
(1) Coupon: 10% 

^ R e deemable at any time at par. 

of the^Debentures is ^uniaue ™ ea £ in 9 fu l and important features 
the first year is de ia h n in ^ Fund which ' st ^ting in 
of the Debentures. Whereas a provid ? for the rapid retirement 
annual payments based on tho ° n ventional sinking fund requires 

Sinking P Find n ca S nrior°^ h ?o P s r pend P ?^hV" the b ? ndS ' 

amount of Debentures in cash f *£? ori 9mal principal 

is paid to retire SbsSdfrS SSS.J rd i GSS ° f What pric * 

Prospectus. "turon. Refer customer to Page 5 of the 

outstanding is $10 ^iflion^WRG must C splnd*$ 1“"*1 v Debenturcs 
in retiring Debentures. if the Debentures wl? 1 ^ 1 ?! ® aCh yt>ar , 
at an r -aqe price of 75% wnr . seil in the open market 

tures i year (assuming it is able^o^u^hafp' 333 ' 000 of Deben ‘ 

y xa aoie to purchase such amount in the 
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open market). Again assuming the Debentures sell at an average 
price of 75%, they would have an average life of 4.7 years, a 
yield to maturity of 18.3%, and a current yield of 13.3%. Because 
of the expected short average life of the Debentures brought about 
by this Sinking Fund, we believe that if all other aspects were 
equal WRG's Debentures would sell at a higher price than similar 
quality, but longer-term debentures. 

(4) Listing of the Debentures on the American Stock Exchange will be 


applied for. 

(5) Denomination of Debentures: Initially in denominations of $1,000, 
$*>00, $100 and in amounts of less than $100. 

POINTS TO BE CONSIDERED BY WRG STOCKHOLDERS - These points must not be 

emphasized in an attempt to have customers accept the exchange offer. 

(1) P' 3sible consequences which may result from this Offer: 

(a) Possible delisting by N.Y.S.E. if either the total number of 
beneficial holders of 100 shares or more falls below 1,200, 
or the number of publicly held shares falls below 600,000. 

(b) Possible deregistration with S.E.C. under the Exchange Act 
of 1934 if the number of holders of record is reduced to 
fewer than 300. 

(c) Possible retirement of untendered publicly held shares could 
be accomplished by merging WRG into another corporation. Such 

a merger would require the approval of 2/3 of the outstanding , 
stock. In such a transaction any dissenting stockholders coul 
exercise their appraisal rights. 

I 

(d) Possible decline in market price as trading volume becomes 
significantly reduced. 

(2) Ability to liquidate holdings: Through this offer stockholders may 
liquidate large holdings immediately at prices greater than 
previously were available, an ability which previously might have 
been limited because of recent light trading volume and possible , 
future illiquidity as a result of this offer. 

(3) Stockholders 1 Investment Objectives: Stockholders will receive 

$3 cash exchange plus $8 principal amount of 10% Debentures, which 
will provide the following estimated level of income for each share ( 
exchanged: The following table illustrates the annual cash returns i. 

assuming a 10% return or the cash portion of:the exchange package: j 


Income 

Current Yield 


Exchange Offer 
Debentures Cash Total 

.80 730~ $1.10 

10%(at par) 10% 10% 

(Assumed) 


Common Stock 
$.68 
(a) 


(a) Using closing N.Y.S.E. price of 8 1/8 on day prior to effective date. 
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4^—--^^ c ^P a ^ e< ^ that the Debentures w i ll tr ade at approximately 
(j.%. of, par, thus decreasing the value of the Debentures t o $ 6 but 
lnereasmg the curren t yield on the Debentures to approximately 

A shareholder is giving up his portion of ownership bv tendering 
and accepting cash plus a fixed obligation to pay by WRG, a security 

or 1 involvency° ni0r t0 the conunon stock in the event of liquidation ; 

. |- ax Considerations: Page 11 of the Prospectus describes the Federal* 
Income Tax consequences of the Offer. Each stockholder should 
consult his tax advisor as to how the offer affects him. 


3 1 


Stockholders should be given the opportunity to review the documents 
sent to them by WRG. These documents include a Prospectus. j 1 

Branch offices have been sent stockholder cards to facilitate 
solicitation of tenders. We may use the stoc kholder list, as 
£ PP res g.^ted by the c ards, to prospect for new accounts. 

The following information should be wired to Equity Underwriting 
Sales no later than 12/18/74: ™g 


No. of Holders 


No. of Shares 


The Holder Will: 

Tender 
Sell 

Continue to Hold 
No response 
No contact 

aPTCaTln 8 ^ 1 ^??,.?^-^ hlS ° r u her name and Production number 

BOX ln the Letter °* ittal along with 

D.F King has been retained to solicit acceptances; however, D F Kina 

e ^ and . ca r 0t soliciting Kiel's " 9 , 

bv n F L f SL th ? y P a f tlcular Shareholder has already been contacted 
SL?; ; l g ° es n0t preclude White, weld from receiving the soliciting 
aler s fee ln connection with any shares tendered by such shareholder? 

Because WRG common stock is restricted, the Legal and Compliance Depart- 
be: S marked°"unsoldt" S ° liCiteB “ d the order tickets 

at“aI r ??M? ofivv"!'"' 3 thiS ° f,er in £ur * her detail ““1 *» held 

z&ssr* to Brian Littie <234i) ' 


Johathan Stern 
Ext. 2613 
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Vfemo Endorsement and Order of Hon. Robert 
Dated November 25, 1974 


L. Carter 




LU ^ u -^- a - 2. Ol 

P^Si^riyU-e^. wU& 

• cSk^ js=f cL,J7^L,^ 

-J^'n °x° Ssoop.H 

^M\ BT| ' tTi~-J) ju-fc t,, 

^)j (fJjt^js _ $ML (&£ 

"TlTsT^T^ ■ —< 


4^ (f ^ L °b\ 

%%, y>*-) 

*t- .> Lp^StSr 
% "4> v 


. .;/> Wy. ’ -•••:.■ 

} ■- • - . . >, ' 

} .1 « ■.« "'. . . ■ . ••• : • , 

> .. ,| »: .'••-■• •■ •.... ■•■«. ■■. i-‘- *, v" 


•:**:•• •■ v.•-*.;■■ ,•••, ■:: • a-’ . : 


> , » 

I ,*•. • 

. v.v’-i' 
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Temporary Restraining Order of Hon. Robert 
Dated November 25, 1974 


L. Carter 
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!• UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT 0F NEW YORK 


ALBERT KAUFMANN, 

Plaintiff, 

-against- 

MARY WELLS LAWRENCE, et al., 

Defendants. 



Plaintiff Albert Kaufmann having moved this Court for 

a temporary restraining order pending the determination bv this 

* 

Court as to Plaintiff's motion for a preliminary injunction,. it 
is 

ORDERED, that defendants, pending this Court's deter¬ 


mination with respect to Plaintiff's motion for a preliminary v ’ 

Co*/sw<MtAW«' ( j "tka O^fssr - 

injunction, are hereby restrained from^furnishing or delivering, 

or causing to be furnished or delivered, to stockholders. of * 

,*h. A % 

Wells, Rich, Greene, Inc. ("WRG") any 10% Subordinated Sinking ^ -*3 

••• -y • 

Fund Debentures due November 1, 1984 of WRG or any cash or * , 

checks in exchange for shares of WRG common stock tendered pur—-i 


suant to WRG * s Exchange Offer made by Prospectus dated November 

- V •' *’$ 

4, 1974, and from cancelling or causing to be cancelled' anv--' 


stock certificates for tendered shares- provided, however, -that' -3 
nothir in this Order shall restrain defendants from accepting, 
or causing the acceptance of the tender of shares in accordance 


J 

* - ‘-4 












Unite 


with the terms of the Exchange Offer, and provided further 
that nothing herein shall restrain defendants from exter.dir 


the expiration date of WRG’s Exchange Offer, ail 

S'uV’STj.c-t- +o ■fAs. o'M.v' os irV;? viaorT. 

Dated: New York, New York 
November 2^T, 1974 


extending 


* . * U *' - - 


'*••• -r-'.t... 

• 4k.* 

-v 

- : r 


/ ™ •'i-i • • ~*c.T V J 4 

....*■'1*1 1 J 
.r." •* •- •»'- ■ * v\4- — « | J 

■1 
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Opinion 
Robert 1 


and Order Appealed From, of Hon. 
M Carter, Dated December 5, 1974 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT Of NEW YORK 


ALBERT KAUFMANN, 


' Plaintiffs, 


- against - 


NARY WELLS LAWRENCE, CHARLES MOSS, 
•RICHARD T. O’REILLY, JOHN V. BURNS, 
FRANK G. COI.NnR, FREDERICK L. JACOBS, 
BARRY E. LOUGHRANE, MARTIN STERN, 
STANLEY G. DRAGOTI, WARREN J. KRATKY, 
ARNOLD M. GRANT, TROY V. POST, 

EMILIO PUCCI, CATHERINE GIBSON, 

E. DONALD CHAI.LIS and WELLS, RICH, 
GREENE, INC., 

Defendants. 


APPEARANCES: 


74 Civ. 5081 




/A--/ 


Messrs. Nemscr & Nemser - — 

-aA i.*-»■-*- £4s thiR 2> ftvenuc 

New York, New York 4-0013. |OO^V 
by: Stanley Nemser, Esq. 

Norman S. Nemser, Esq. 

Peter Wang, Esq. 

Attorneys for Plaintiff 


Messrs. Hughes, Hubbard & Reed 
One Wall Street 
New York, New York 10005 
by: Robert J. Sisk, Esq. 

Orville Schell, Esq. 
Amalya Kearse, Esq. 
Attorneys for Defendants 


CARTER, District Judge 
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O £ L j. Q £ 

I 

This case involves ovorsy as to the 

legal validity under federal securities laws of an ex¬ 
change offer made by the defendant. Wells, Rich, Greene, 

Inc. (WRG) to holders of its common stock. Plaintiff, 

«• 

a holder of 100 shares, brings this action as a class 
action on behalf of himself and all other holders of 
WRG common stock, excluding such holders who are direc¬ 
tors and officers and the members of their immediate 
family. Plaintiff is seeking to enjoin consummation 
of the exchange offer, to require withdrawal of the 
offer and a return of all shares of common stock tendered 
thereunder. Plaintiff invokes as the bases for his 
claims Sections 10(b) and 14(c) (15 U.S.C. §§78j(b) and 
78(e)) of the Securities Exchange Act of 19 34 and Rule 
10b-5 (17 C.F.R. 240.l0b-5) of the Securities Exchange 
Commission and common law principles. Jurisdiction 
exists pursuant to Section 27 (15 U.S.C.§78aa) of the 
Securities Exchange Act. 

As is usual in matters of this kind, the 
action was brought at the eleventh hour, and pressure 
for hurried determination was heavy. 


f 






The complaint was filed on Tuesday,November 
19, 1974. Plaintiff's motion for preliminary injunc¬ 
tion was filed on Thursday, November 21, 1974, and 
an evidentiary hearing was held on the motion on Mon¬ 
day, November 25, 1974. 

- At the close of the evidentiary hearing, 

since the exchan;e offer was scheduled to expire at 
5 p.m. on that day, at which time the disputed trans¬ 
action was to have been fully consummated, an order 
was issued restraining the completion and conclusion 
of the matter pending determination of the pending 
motion for preliminary injunctive relief. 

II - 

- WRG, a full-service advertising agency, is 

a New York corporation with principal offices in New 

York City. It proposes advertising programs for its 

clients, writes and produces television and radio 

commercials, contracts for advertising terms and space 

and arranges for distribution of advertising materials 

The individual defendants are directors and officers 

of the company, Defendant Mary Wells Lawrence was 

the founder of the company and is its chief executive 

% 

officer. 


2 
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The company was organized in 1966. Detween 
approximately April, 1966, and June, 1968, the officers 
and directors acquired 1,450,600 shares of common stock 
of the company at an aggregate cost to them of $548,600. 
•Thereafter, in 1968, a public offering of WRG common 
stock was made for the first time, consisting of a 
total of 409,900 shares at $17.50 per share. Of these 
409,900 shares offered, 359,900 shares belonged to 
officers and directors of the company. In 1968, through 
this offering, the public invested $7,173,250 in the 
company. The officers and directors netted some $5,866,370 
from this investment of funds from the public. Defendant 
Lawrence, who had bought founders' shares in 1966 for 


$30,100, realized some $1,266,575 as a result of this 

1 


1968 sale of stock to the public. * As of August 31, 
1974, the issuance of 5,000,000 shares of WRG common 
stock was authorized; 1/631,588 shares had been issued, 
of which 265,052 shares were held by WRG officers, 
directors and employees 


i 


1. This net figure is not all 
profit- It is the amount received 
by the individuals after deductions 
for commissions and other costs in¬ 
volved in the offering. 


4 





WRG stock was listed and traded on the 
American Stock Exchange beginning in 1970, and in 
connection with the second public offering in 1971, 
the stock was transferred for listing and trading 
to the New York Stock Exchange. Is. 19 71, some 3 33,739 
shares, all owned by WRG directors, officers and 
employees, were sold to the public at $21.75 per share. 
The public invested some $7,258,823.25 in the company 
in the purchase of WRG share' in the 1971 offering. 

The aggregate net amount realized from this second 
public sale was $6,841,649, of which defendant Lawrence 
received $2,272,425. 

The corporation has prospered. Its gross 
billings grew from $77 million in the fiscal year ended 
October 31, 1969, to $115 million in fiscal year ended 
October 31, 1973. Earnings per share rose from $1.02 
in fiscal 1969 to $2.04 in the fiscal year ended October 
31, 1973. The company was described by plaintiff’s 
expert at the November 25th hearing, as having developed 
a fine reputation, being noted for creativity in adver¬ 
tising, the Dosscssion of excellent business management 
and first-rate clients. Its common stock rose to a 
high of 27-7/8 in 1972, but was selling at 5-1/2 
immediately prior to the exchange offer which is the 
subject of this controversy. 
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Ihc idea of buying back the public stock was 
planted in the winter of 1973. Apparently what helped 
further the idea of removing the company from the 
public realm was an abortive attempt to buy out anotnor 
company. These were sensitive negotiations, and we 
arc advised that because the nature of the'-negotiations 
had to be fullv disclosed to the SEC, they had to be 
terminated. 

The decision to pursue going "private"further 

was made in August, 1974. Just prior to the September 

'4, 1974, WRG Board meeting, the advice of Paul Hallingby 

Jr., President and chief Executive Officer of White, 

•• • 

Weld & Co., Inc., was sought about the wisdom, fairness 
and advisability of the proposed exchange.offer. White, 
Weld & Co., Inc. had acted as managing underwriter for 
the 1968 and 1971 public offerings, and since 1908 had 
been WRG's investment banking advisor and consultant. 
Hallingjpy in a letter dated September 4, 19 74, advised 
Mrs. Lawrence that the exchange offer would be attrac¬ 
tive and that the offering price of $3 in cash and 
$8 principal amount of 10% subordinated sinking fund 
debentures constituted fair value for the company's 
stock in the light of current market conditions. The 
transaction as finally approved by the Board at the 


5 





September 4, 1974, meeting and offered to the public, 
was an offer to purchase from holders of its common 
stock, up to 1,405,008 shares of common stock, repre¬ 
senting all of the issued outstanding shares except 
approximately 226,850 shares owned by members of the 
Board of Directors. The Board had agreed not to 
- participate in this exchange offer. A holder would 
receive for each share tendered $3 in cash and $8 
principal amount of a newly created 10% subordinated 
sinking fund debenture maturing on November 1, 1984, 
and bearing interest at 10% per annum. The debentures 
are unsecured obligations of the company limited to 
an aggregate principal amount of $il.240,064. Payment 
of the principal and interest is subordinated to all 
prior debt, and payment in any case is contingent upon 
the company being solvent and having a surplus at the 
time of payment. The debentures are redeemable at 
WRG's option. WRG is to pay into the sinking fund, 
on o? before November 1, of each year from 1975 to 
1983 in cash 10% of the aggregate principal amount of. 
the originally outstanding debentures. WRG has the 
right to reduce its cash payments to the sinking fund 
by filing debentures with the Trustee which the com 
pany had acquired. The packaae is estimated to nave 
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a current value of $9 per share, but is-actually sell¬ 
ing at roughly a 301 discount. White, Weld & Co., 

Inc. has agreed to guarantee an over-the-counter mar¬ 
ket for any shares not tendered, and at the November 
25th hearing, one of its officers, Brian Little, testi¬ 
fied that a market could be made with as few as 50,000 

- shares. 

The offer expired at 5 p.»». on November 25, 
and all tenders became irrevocable after November 12th. 
White, Weld & Co. is dealer-manager of the offer and 
Chase Manhattan Bank is the exchange agent. The Prospcc 
tus bears the statement Pa rticipation in the Exchange 
offer is complete ly voluntary and the Company makes no_ 
recommendations with r espect thereto (italics in the 
original). The Prospectus further states that neither 
. the company nor the Board is making any recomn.cr.dation 
as to whether the offer should be accepted or rejected. 

The offer was first announced on September 
4, at the close of trading on the New York Stock 
Exchange. The announcement was in the lorn, of a pro. s 

release. 
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lhic> case involves wh«‘it i; apparently a 
growing trend in the business community—a public com¬ 
pany going "private." Plaintiff alleges violations 
of Sections 10(h) and 14(e) of the Securities Exchange 
.• Act of 1934 ln that the Prospectus setting forth the 
terms of the exchange offer contains false and mis¬ 
leading statements, misrepresentations and material 
omissions. it is further contended that the exchange 
offer is in fact a scheme and device to defraud. The 
§§10 (b) and 14(c) violations alleged arc the absence 
Of any reference in the Prospectus to the White, Wold 
& Co. letter of September 4, 1974, advising WK(J that 
the exchange offer proposed was fair and attractive 
in business terms; the absence of any mention in the 
Prospectus that the 101 sinking fund debentures and 
purchase fund may be doubled in any year; the failure 
of the Prospectus to state that Lawrence and other 
directors and employees had bought WRG shares in 1974 
prior to the exchange offer; and the failure to reveal 
the price at which defendant Lawrence and the other 
directors had bought WRG shares prior to the first 
public offering. 
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A misrepresentation or omission within the 
meaninq of the federal securities laws invoked in 
this case is one that a reasonable man would consider 
important to his decision to tender or not tender his 
chare.*:, see , I.i::t v. Fashion Pa r k, Inc. , 340 F. 2d 457, 
462 (2d Cir.), cert, d eni cd, 382 U.S. 811 (1965); Heit 
v. Wei t7.e n, 402 F. 2d 909 (2d Cir. 1968); Chris-Craft 
Ind ust ries, Inc , v. Pi per Aircraft Corp. , 480 F. 2d 
341, 362 (2d Cir. 1973); Corstlo v. Gamb lc-Skogno, Ir.c. 
478 F. 2d 1281 (2d Cir. 1974), or might have been con¬ 
sidered important to that determination, see Mills v. 
Electric Auto-Lite Co. , 396 U.S. 375 (1970). For a 
thorough discussion of the. two applicable standards, 
see this court’s opinion (Cannclla, J.) in Droder v. 
Dane, ct al. , 74 Civ. 4585, dated November 21, 1974. 

In order for a party seeking a preliminary 
injunction to prevail, he must cither show the likeli¬ 
hood of success on the merits and irreparable injury, 
or he must raise sufficiently serious questions going 
to the merits to make them a fair ground for litiga¬ 
tion and establish that the balance of hardship tipc 
decidedly in his direction. See , e.u. , Gulf s Western 
Industries, Inc, v. Great Atlantic & Pacific Tea Co. , 
Inc. , 476 F. 2d 687 (2d Cir. 1974). 
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Applying the first standard, the omissions 
and misrepresentations relied upon cannot be considered 
material under cither the "would" or might standard. 
The omission of the references to the White, Weld Co. 
•'go ahead" opinion letter of September 4, 1974, to the 
right to double the amount of the cash contribution to 
the sinking fund debenture in any one year and to the 
cost at which Mrs. Lawrence and the other directors 
originally purchased their shares arc obviously make¬ 
weight arguments on the issue of §§L0(b) and 14(c) 
ma ..eriality. 

The failure of the Prospectus to specify 
the number of shares recently bought by Mrs. Lawrence 
and other directors and employees in 1974 prior to the 
exchange offer docs not bring this ease within the 
parameters of ' Hrodc- v. Dane . There a large bloc*, of 
stock was bought by defendant Stern from members of 
the Dane family at premium prices, far in excess of 
the prevailing market price. Failure to disclose this 
fact was considered a material violation within the 
reach of Section 10(b). Here Mrs. Lawn, nee in per 
centago terms, bought a small nunticr of shares, and the 
shares were purchased at prevailing market prices. 
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Moreover, while the 1971 purchaser, were not specified, 
the aggregate total of shares hold by the directors 

and Officers as of September 1, 1974, is sot out in 
the Prospectus. 


On this record, without determining what 
proof may be presented at trial to bolster .the case, 
plaintiff has clearly not established the likelihood 
of success at trial. 


The "serious question" test, see Gulf n 
W est-rn Industries, —LEL£_ l» supra , however, is undoubtedly 
more appropriately applicable to this case. The issue 
raised is undenably serious and troublesome. The public 
has invested some 514 million in the Company. The 
decision to buy out the public during the current 
depressed market will enable the public shares to be 
repossessed at a fraction of the original cost to the 

• PUbliC S, * arCh ° ldcr s. Moreover, if the exchange offer 
is successful, i.e., if the number of shareholders is 
reduced to fewer than 300, the company will be able 
to operate as a private corporation free from public 
regulation and oversight. 

* 

A member of the Securities and Exchange 
Commission, A. A. Sommer. Jr., has manifested concern 
about the trend of public companies to go "private," 
and is quoted as suggesting that "under well established 
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legal principles such conduct'may also be unlawful." 

( Wall Street Journal , November 15, 1974). The state¬ 
ment places stress on the benefit to,and large profits 
realized by,insiders when a company goes "private" 
because the stock market’s depressed state enables 
the shares, previously purchased at high prices, to 
be repurchased at bargain rates. 

This is really the basic issue and principle 
which plaintiff seeks to litigate. Plaintiff stresses 
the small capital investment of the directors prior to 
the 1968 offering, and the subsequent huge gains realized 
in the sale of their stock to the public in 1968 and 
1971. •Plaintiff contends that the exchange offer is 
an attempt to squeeze out the public and the package 

i 

does not give the public fair value. At the hearing, 

V 

plaintiff’s expert testified that the appropriate way 
to measure true value was by what he called "intrinsic 
vulue"; that figure is arrived at by looking at the 
history of the price-earnings ratios of a company. 

Using that formula, he placed the current value of 
WRG shares at a high of $22 and a low of $19 - $20. 
Defendants arc, of course, using current market value 
to measure the fairness of the exchange offer, and that 
certainly is regarded as a fair indication of value. 
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Sec Application of Dculr.c'inann , 281 A.D. 14, 116 N.Y.S. 
2d 578 (1st Dept. 1952). Whether the offer is fair or 
unfair or a good or a bad transaction, however, does 
not raise a federal question. See Lewis v. Sic . rcl , CCH 
Fed. See. L. Rep. II9 3,99 2 (S.D.N.Y., May 18, 19 73); Armour 
and Company v. General Host Corporation, 296 F. Supp. 

470 (S.D.N.Y. 1969). 

Plaintiff alleges that the statement in the 
Prospectus to the effect that the shareholders’ response 
to the exchange offer is voluntary is a misrepresenta¬ 
tion. He contends that the proposal is really intended 
as an immediate or ultimate squeeze-out of the public. 

He may well be right, but I do not think that helps his 
cause. Obviously, defendants arc seeking to capitalize 
on the current economic downtrend and arc offering 
their shareholders a package which is attractive only 
because of unfavorable economic conditions. In fact, 
the package is saleable only because of those condi¬ 
tions. The shareholder may tender his stock and 
sell the debentures at a discount in order to get out 
while he can. He may, however, gamble and refuse to 
tender, or tender and indicate his faith i-> WRG's future 
prosperity by holding the debentures until maturity. 

The Prospectus gives him all the relevant facts and 
he can act on the basis of full information. 
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This is not the case of any hidden or secret 
action by an outside group to take over control of 
the company. Nor does there appear to be any size¬ 
able group of shareholders opposed to the exchange 
proposal. Indeed, if such opposition docs exist, 
defendants’ plans to go "private" will be frustrated 
by a sizeable number of shareholders refusing to tender 
their shares. 

While Sections 10(b) and 14(e) must be read 
flexibly, and not 'technically or restrictively, see 
Superintenden t of U >sur.mc of the Stare of New York 

ft 

v. Dankerr. I.ife and Casualty Company , 404 U.S. 6 (1971); 
accord , Drnchmnn v. Harvey , 453 F. 2d 722 (2d Cir 1971), 
there is nothing invalid per sc in a corporate effort 
to free itself from federal regulations, provided the 
means and the methods used to effectuate that objective 
are allowable under the law. Nor has the federal 
securities law placed profit-making or shrewd business 
tactics designed to benefit insiders, without more, 
beyond the pale. Those laws in respect of their design 
and interpretive reach, as I understand them, including 
the provisions relied on here, are satisfied if a full 
and fair disclosure is made, so that the decision of 
the holder . of WRG stock to accept or refuse the exchange 
offer can be said to have been freely based upon adequate 
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information. iiro ponk in v. Hi-shoo , 4*4 F. 2d 7U, 721 
(2d Cir. 1071). 

A public: company going "private' may indeed 
raise serious questions concerning protection of the 
public interest. There is, however, no foundation on 
the record before me from which the ramifications of 
that interest, within the reach of the federal securities 
laws night. conceivably be explored. Thus plaintiff 
has failed to meet the alternative test pursuant to 
which a preliminary injunction might appropriately be 
granted. . _ 

Finally, it should be added that even if 
I am in error as to the reach of the federal securities 
laws, the plaintiff and the class he represents have 
.an adequate remedy at law. Monetary damages will suffice 
to make them whole. Sc£ Tanzer Economic As sociates v. 
Ha ynio , (S.D.N.Y.) 74 Civ. 4857, decided November 20, 

1974 (Frankcl, J-). 


For these reasons, the motion for preliminary 
injunction is denied, and the restraining order hereto¬ 
fore entered is vacated. It is so ordered. 


Dated: New York, New York 

December 5, 1974 


•. . , , / ' 

\- d uii' /o 

ROBERT L. CARTER 
U.S.D.J. . 
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UNITED STATES DISTRICT COURT ' 

SOUTHERN DISTRICT OF NEW YORK 

-- 

ALBERT KAUFMANN, 

Plaintiff, 

-against- 


MiJtY WELLS LAWRENCE, CHARLES MOSS, 
RICHARD T. O'REILLY, JOHN V. BURNS, 
FRANK G. COLNAR, FREDERICK L. JACOBS, 
BARRY E. LOUGKRANE, MARTIN STERN, 
STANLEY G. DRAGOTI, WARREN J. KRATKY, 
ARNOLD M. GRANT, TROY V. POST, 

EMILIO PUCCI, CATHERINE GIBSON, 

E. DONALD CHALLIS and WELLS, RICH, 
GREENE, INC*, 

Defendants. 

---- 


NOTICE i.3 hereby given that the above named plaintiff, 
Albert Kaufmann, hereby appeals' to the United States Court of 
Appeals for the Second Circuit from the order of Judge Robert 
L. Carter denying the plaintiff's motion for a preliminary 
injunction entered in this action on December 5, 1974. 


Dated: New York, New York 

December 6, 1974 

TO: 

CLERK OP THE COURT 

mJGHES, HUBBARD & REED, Esqs. 

One Wall Street 
New York, N. Y. 10005 

Attorneys for Defendants, 

Wells, Rich, Greene, Inc., et el/ 


NEMSER & NEMSER 


(Member of the Firm) 


Attorneys for the Plaintiff 
845 Third Avenue 
New York, New York 10022 
Tel. 355-2255 


74 Civil 5031 (R.L.C.) 

NOTICE 0? APPEAL 


FlUEX) 

U, s • "£>/ st,€»ct CouQ.r 
XXc. L, pm ' ~7^r 

or 
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SERVICE OF THREE (3) COPIES OF T1IE WITHIN 
JOINT APPENDIX - PART I VOLUME II 
IS HEREBY ADMITTED. 

DATED: January 6, 1975 





